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818�:RUOG�,QVWLWXWH�IRU
'HYHORSPHQW�(FRQRPLFV�5HVHDUFK
�818�:,'(5�

5HVHDUFK�LQ�3URJUHVV���

6HOHFWLQJ�3ULRULWLHV�IRU�3RYHUW\�5HGXFWLRQ
DQG�+XPDQ�'HYHORSPHQW

7KH�&DVH�RI�(WKLRSLD

$UQH�%LJVWHQ

$XJXVW�����

7KLV� VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ� WKH�818�:,'(5�SURMHFW� RQ�8QGHUGHYHORSPHQW�
7UDQVLWLRQ�DQG�5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ�$IULFD��ZKLFK�LV�GLUHFWHG�E\�3URIHVVRU�7RQ\
$GGLVRQ�

818�:,'(5�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�FRQWULEXWLRQV�WR�WKH�SURMHFW�E\�WKH
*RYHUQPHQW�RI�,WDO\��'LUHFWRUDWH�*HQHUDO�IRU�'HYHORSPHQW�&RRSHUDWLRQ���WKH�*RYHUQPHQW
RI�6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO�'HYHORSPHQW�&RRSHUDWLRQ�$JHQF\� ±�6LGD��� DQG� WKH
*RYHUQPHQW�RI�WKH�8QLWHG�.LQJGRP��'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW���7KHVH
DJHQFLHV�FDQ�DFFHSW�QR�UHVSRQVLELOLW\�IRU�DQ\�LQIRUPDWLRQ�SURYLGHG�RU�YLHZV�H[SUHVVHG�

$UQH� %LJVWHQ� LV� DIILOLDWHG� ZLWK� WKH� 'HSDUWPHQW� RI� (FRQRPLFV�� *|WHERUJ� 8QLYHUVLW\�
6ZHGHQ�

5HVHDUFK� LQ� 3URJUHVV� �5,3�� LV� D� 818�:,'(5� LQ�KRXVH� SXEOLFDWLRQ� VHULHV�� ZKLFK� LV
GLVWULEXWHG�IUHH�RI�FKDUJH�LQ�OLPLWHG�QXPEHUV��7KH�VWXGLHV�LVVXHG�LQ�WKH�VHULHV�DUH�FRPSOHWH
GUDIWV�SUHSDUHG�DV�SDUW�RI� WKH�,QVWLWXWH
V� UHVHDUFK�SURJUDPPH�DQG�DUH�FLUFXODWHG�DPRQJ
SURMHFW�QHWZRUNHUV�DQG�RWKHU�VFKRODUV�WR�HOLFLW�IHHGEDFN�DQG�FRPPHQWV��,Q�VHYHUDO�FDVHV��WKH
VWXGLHV� ZLOO� EH� SXEOLVKHG� DW� D� ODWHU� VWDJH� LQ� D� UHYLVHG� IRUP� LQ� WKH� ,QVWLWXWH
V� RIILFLDO
SXEOLFDWLRQ�VHULHV�RU� LQ�HGLWHG�YROXPHV�SXEOLVKHG�E\�DFDGHPLF�SXEOLVKHUV��5,3�VWXGLHV
VKRXOG�QRW�EH�TXRWHG�ZLWKRXW�WKH�DXWKRU
V�SHUPLVVLRQ�



818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
$�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\

7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
6\OYLD�2VWU\
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
*HRUJH�9DVVLOLRX��&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL

([�2IILFLR

+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
*LRYDQQL�$QGUHD�&RUQLD��'LUHFWRU�RI�818�:,'(5

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5��ZDV�HVWDEOLVKHG�E\�WKH
8QLWHG�1DWLRQV�8QLYHUVLW\�DV�LWV�ILUVW�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL�
)LQODQG�LQ�������7KH�SXUSRVH�RI�WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV
RQ�VWUXFWXUDO�FKDQJHV�DIIHFWLQJ�WKH�GHYHORSLQJ�DQG�WUDQVLWLRQDO�HFRQRPLHV��WR�SURYLGH�D�IRUXP�IRU
WKH�DGYRFDF\�RI�SROLFLHV�OHDGLQJ�WR�UREXVW��HTXLWDEOH�DQG�HQYLURQPHQWDOO\�VXVWDLQDEOH�JURZWK��DQG
WR�SURPRWH�FDSDFLW\�VWUHQJWKHQLQJ�DQG�WUDLQLQJ�LQ�WKH�ILHOG�RI�HFRQRPLF�DQG�VRFLDO�SROLF\�PDNLQJ�
,WV�ZRUN�LV�FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL�DQG�WKURXJK�QHWZRUNV
RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%
������+HOVLQNL��)LQODQG

&RS\ULJKW��È�818�:,'(5�����

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\�HQGRUVHPHQW
E\�SURJUDPPH�SURMHFW�VSRQVRUV��WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1�������������;��LQWHUQHW�SXEOLFDWLRQ�
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7DEOH�RI�&RQWHQWV

$FNQRZOHGJHPHQWV LY

$EVWUDFW Y

3URMHFW�VXPPDU\ YL

�� ,QWURGXFWLRQ �

�� 0DFURHFRQRPLFV�DQG�WKH�SDWWHUQ�RI�JURZWK �

�� 3DWWHUQV�RI�SRYHUW\ �

�� 3XEOLF�VHFWRU�H[SHQGLWXUH�SULRULWLHV �

�� ,QIUDVWUXFWXUH�IRU�SRYHUW\�UHGXFWLRQ �

�� +XPDQ�FDSLWDO�GHYHORSPHQW ��

�� 6RFLDO�VDIHW\�QHWV�DQG�WDUJHWLQJ ��

�� ,QVWLWXWLRQV�DQG�JRYHUQDQFH ��

�� &RQFOXVLRQV ��

5HIHUHQFHV ��

/LVW�RI�7DEOHV

7DEOH��� 0DFURHFRQRPLF�LQGLFDWRUV���������������� �

7DEOH��� 6KDUHV�RI�UHFXUUHQW�H[SHQGLWXUH�E\�IXQFWLRQDO�FODVVLILFDWLRQV
��������������� �

7DEOH��� &DSLWDO�H[SHQGLWXUH�E\�VHFWRU���������������� �



LY

$FNQRZOHGJHPHQWV

$� ILUVW� GUDIW� RI� WKLV� SDSHU� ZDV� SUHVHQWHG� DW� WKH� 818�:,'(5� SURMHFW� PHHWLQJ� RQ
8QGHUGHYHORSPHQW��7UDQVLWLRQ��DQG�5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ�$IULFD��KHOG�LQ�+HOVLQNL
������$SULO�������7KH�DXWKRU�LV�JUDWHIXO�WR�WKH�PHHWLQJ�SDUWLFLSDQWV�IRU�WKHLU�FRPPHQWV�DQG
VXJJHVWLRQV��)XUWKHU�FRPPHQWV�DQG�VXJJHVWLRQV�IURP�7RQ\�$GGLVRQ�ZHUH�KHOSIXO�

7KLV�SDSHU�LV�GHGLFDWHG�WR�WKH�PHPRU\�RI�7DGGHVVH�0HNRQHQ�ZKR�ZDV�LQYROYHG�LQ�WKH�ILUVW
VWDJHV�RI�WKLV�ZRUN��EXW�ZKR�VDGO\�GLHG�GXULQJ�WKH�FRXUVH�RI�WKH�SURMHFW�



Y

$EVWUDFW

(WKLRSLD�LV�RQH�RI�WKH�SRRUHVW�FRXQWULHV�LQ�WKH�ZRUOG��$W�OHDVW����SHU�FHQW�RI�WKH�SRSXODWLRQ
FDQQRW�PHHW� WKHLU�PLQLPXP�EDVLF� QHHGV��+XPDQ� GHYHORSPHQW� LQGLFDWRUV� DUH� DPRQJVW
$IULFD
V�ZRUVW��LQFOXGLQJ�D�YHU\�KLJK�OHYHO�RI�LOOLWHUDF\��7KH�FRXQWU\�ZDV�GHYDVWDWHG�E\
SURORQJHG�ZDU��DQG�KDV�EHHQ�UHFRQVWUXFWLQJ�VLQFH�������7KH�JRYHUQPHQW�KDV�DOVR�HQJDJHG
LQ�HFRQRPLF�UHIRUP�WR�FRUUHFW�WKH�SROLF\�GLVWRUWLRQV�LQKHULWHG�IURP�WKH�0DU[LVW�/HQLQLVW
JRYHUQPHQW�RI�WKH�'HUJ��*URZWK�KDV�LQFUHDVHG�EXW�LW�KDV�QRW�\HW�KDG�ODUJH�EHQHILWV�IRU�WKH
UXUDO� RU� XUEDQ� SRRU��7KXV�� SRYHUW\� UHGXFWLRQ�PXVW� EH� V\VWHPDWLFDOO\� LQFRUSRUDWHG� LQWR
(WKLRSLD
V�GHYHORSPHQW�HIIRUWV��*LYHQ�WKH�VFDUFLW\�RI�UHVRXUFHV��FDUHIXO�FKRLFHV�PXVW�EH
PDGH�� DQG� UHDOLVWLF� SULRULWLHV�PXVW� EH� VHW� LQ� RUGHU� WR�PD[LPL]H� WKH� EHQHILWV� RI� SXEOLF
VSHQGLQJ�WR�WKH�SRRU��3ULRULWLHV�PXVW�LQFOXGH�LQYHVWPHQW�LQ�WKH�UXUDO�URDG�QHWZRUN�ZKLFK
ZLOO�LPSURYH�WKH�LQWHJUDWLRQ�RI�PDUNHWV��DQG�WKXV�IRRG�VHFXULW\���DV�ZHOO�DV�WKH�GHYHORSPHQW
RI�RII�IDUP�HPSOR\PHQW��&RQVLGHUDEOH�HIIRUW�PXVW�EH�PDGH�WR�ERRVW�WKH�SURGXFWLYLW\�RI
VPDOOKROGHUV�WKURXJK�LPSURYLQJ�WKH�V\VWHP�RI�LQSXW�VXSSOLHV��EHWWHU�H[WHQVLRQ��DQG�PLFUR�
FUHGLW��:LWKLQ�WKH�DUHD�RI�KXPDQ�GHYHORSPHQW��QHHGV�DUH�VR�ODUJH��WKDW�UDSLG�LPSURYHPHQW
VKRXOG�EH�VRXJKW� WKURXJK�WKH�XVH�RI� LQQRYDWLRQV� LQ�FRPPXQLW\�EDVHG�VHUYLFH�GHOLYHU\�
)DFLOLWDWLQJ�LQIRUPDO�VDIHW\�QHWV��DQG�SURYLGLQJ�FRVW�HIIHFWLYH�SXEOLF�VDIHW\�QHWV�WR�RIIVHW
VKRFNV� VXFK� DV� GURXJKW�� DUH� DOVR� SULRULWLHV��7KH� GLVPDQWOLQJ� RI� WKH� VRFLDOLVW� HFRQRPLF
V\VWHP�KDV�PDGH�LW�SRVVLEOH�WR�H[SDQG�DFWLYLWLHV�RI�UHOHYDQFH�WR�WKH�SRRU��%XW�WKH�SUHVHQW
ZDU�ZLWK�(ULWUHD�WKUHDWHQV�IXUWKHU�SURJUHVV��,I�LW�FDQ�EH�EURXJKW�WR�DQ�HQG��WKH�SURVSHFWV�IRU
SRYHUW\�UHGXFWLRQ�LQ�(WKLRSLD�DUH�FRQVLGHUDEOH�



YL

3URMHFW�VXPPDU\

8QGHUGHYHORSPHQW��7UDQVLWLRQ�DQG�5HFRQVWUXFWLRQ�LQ�6XE�6DKDUDQ�$IULFD

7KLV� 818�:,'(5� SURMHFW� IRFXVHV� RQ� $QJROD�� (ULWUHD�� (WKLRSLD�� *XLQHD�%LVVDX�
0R]DPELTXH��DQG�6RPDOLD��7KHVH�FRXQWULHV�VKDUH�D�FRPPRQ�KLVWRU\��VWDWH�VRFLDOLVP�ZDV
WKH�LGHRORJ\�RI�WKHLU�HDUO\�GHYHORSPHQW�VWUDWHJLHV�DQG�OLEHUDWLRQ�PRYHPHQWV��DQG�HFRQRPLF
IDLOXUH� WRJHWKHU�ZLWK� WKH� SROLWLFV� RI� WKH�&ROG�:DU� OHG� WR� LQWHQVH�� DQG� RIWHQ� UHFXUULQJ�
FRQIOLFW��&RQIOLFW�HUXSWHG�DJDLQ�LQ�$QJROD��(ULWUHD��(WKLRSLD��DQG�*XLQHD�%LVVDX�GXULQJ
�����DQG������ZKLOH�6RPDOLD�UHPDLQV�KLJKO\�XQVWDEOH�

&RPPXQLWLHV�QHHG�KHOS�WR�UHFRQVWUXFW��SULYDWH�VHFWRUV�PXVW�UHYLWDOL]H�WKHPVHOYHV��DQG�VWDWH
FDSDFLWLHV�PXVW�EH�EXLOW��7KLV�LV�DQ�H[FHSWLRQDOO\�GHPDQGLQJ�VHW�RI�WDVNV�JLYHQ�WKH�VFDUFLW\
RI�ILQDQFLDO�UHVRXUFHV�DQG�VNLOOV��0RUHRYHU��HFRQRPLF�UHIRUP�LV�RQ�WKH�DJHQGD�IRU�DOO�RI
WKHVH�FRXQWULHV��EXW�SURJUHVV�LV�DW�EHVW�KHVLWDQW�DQG��LQ�PDQ\�FDVHV��VWDOOHG��7KH�UHODWLRQVKLS
EHWZHHQ� UHFRQVWUXFWLRQ� DQG� UHIRUP� LV� DOVR� DQ� XQHDV\� RQH�� WKH� WZR� DJHQGDV� VKRXOG� EH
PXWXDOO\�VXSSRUWLQJ�EXW�WKLV�LV�RIWHQ�IDU�IURP�WKH�FDVH�DQG�LQ�FRQVHTXHQFH�RSSRUWXQLWLHV�WR
DFFHOHUDWH�JURZWK�DQG�SRYHUW\�UHGXFWLRQ�DUH�PLVVHG��7KHVH�IDLOXUHV�UHLQIRUFH�WKH�DOUHDG\
KLJK�YXOQHUDELOLW\�RI�WKHVH�FRXQWULHV�WR�FRQIOLFW�

)XUWKHU�GHWDLOV�RI�WKH�SURMHFW�DQG�LWV�UHVHDUFK�RXWSXWV�FDQ�EH�IRXQG�RQ�WKH�818�:,'(5
ZHEVLWH��ZZZ�ZLGHU�XQX�HGX��DQG�RU�E\�FRQWDFWLQJ�WKH�SURMHFW�GLUHFWRU��3URIHVVRU�7RQ\
$GGLVRQ��HPDLO��DGGLVRQ#ZLGHU�XQX�HGX��



�

����,QWURGXFWLRQ

(WKLRSLD�LV�RQH�RI�WKH�SRRUHVW�FRXQWULHV�LQ�WKH�ZRUOG��5HFHQW�HVWLPDWHV�RI�SRYHUW\�EDVHG�RQ
KRXVHKROG�VXUYH\V�UHYHDO�WKDW����SHU�FHQW�RI�SHRSOH�FDQQRW�PHHW�WKH�PLQLPXP�EDVLF�QHHGV
GHILQHG�E\�DQ�DEVROXWH�SRYHUW\�OLQH���,Q�WHUPV�RI�KXPDQ�GHYHORSPHQW��(WKLRSLD�LV�UDQNHG
ILIWK�IURP�WKH�ERWWRP��81'3���������$�FLYLO�ZDU�WKDW�ODVWHG�IURP�WKH�����V�WR�������ZKHQ
WKH�'HUJ�ZDV�RYHUWKURZQ��OHIW�ZLGHVSUHDG�GHVWUXFWLRQ��DQG�UHTXLUHG�WKH�GHPRELOL]DWLRQ�RI
ODUJH�QXPEHUV�RI�ILJKWHUV��VHH�$\DOHZ��HW�DO���������7KH�VRFLDOLVW�VWUDWHJ\�RI�GHYHORSPHQW
H[DFHUEDWHG�SRYHUW\��SDUWLFXODUO\�LQ�UXUDO�DUHDV��+RZHYHU��RQ�WKH�SRVLWLYH�VLGH��WKH�QHZ
JRYHUQPHQW�WKDW�FDPH�WR�SRZHU�LQ������ZDV�FRPPLWWHG�WR�HFRQRPLF�UHIRUP��DQG�WKH�SHULRG
IURP������WR�������ZKHQ�WKH�ERUGHU�ZDU�ZLWK�(ULWUHD�EHJDQ��DW�OHDVW�VDZ�UHODWLYH�SHDFH�DQG
VWDELOLW\��RQ�WKH�QHZ�ZDU�VHH�+DQVVRQ���������(WKLRSLD�KDV�PDGH�FRQVLGHUDEOH�SURJUHVV�ZLWK
UHJDUG�WR�PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�JURZWK��EXW�JURZWK�KDV�QRW�DV�\HW�WULFNOHG�GRZQ
WR�WKH�SRRUHVW�RU�UHGXFHG�SRYHUW\�VLJQLILFDQWO\��3RYHUW\�UHGXFWLRQ�WKHUHIRUH�QHHGV�WR�EH
V\VWHPDWLFDOO\�LQFRUSRUDWHG�LQWR�(WKLRSLD¶V�GHYHORSPHQW�HIIRUWV�

7KH�FRQVHQVXV�WKDW�HPHUJHG�GXULQJ�WKH�����V�ZLWK�UHJDUG�WR�WKH�DSSURSULDWH�SROLF\�WRZDUGV
SRYHUW\� LV� UHIOHFWHG� LQ� WKH� LQIOXHQWLDO�:RUOG�%DQN�:RUOG�'HYHORSPHQW�5HSRUW�RI�����
�:RUOG�%DQN���������7KLV�VWUDWHJ\�KDG�WKUHH�FRPSRQHQWV��ODERXU�LQWHQVLYH�JURZWK�EDVHG
RQ�WKH�SULYDWH�VHFWRU��SXEOLF�LQYHVWPHQW�LQ�EDVLF�HGXFDWLRQ��KHDOWK�DQG�LQIUDVWUXFWXUH��DQG
VRFLDO�VDIHW\�QHWV�IRU�WKRVH�WKDW�DUH�XQDEOH�WR�WDNH�DGYDQWDJH�RI�WKH�ILUVW�WZR�DSSURDFKHV�
:KLOH�WKLV�VWUDWHJ\�KDV�FRPPDQGHG�ZLGHVSUHDG�VXSSRUW��WKHUH�DUH�D�QXPEHU�RI�GLIILFXOWLHV�
)RU�H[DPSOH��FRQIOLFWV�RI�LQWHUHVWV�WHQG�WR�VXUIDFH�ZKHQ�RQH�LV�IDFHG�ZLWK�WKH�WUDGH�RIIV�
ZKLFK�QHFHVVDULO\�DULVH�LQ�DOORFDWLQJ�H[SHQGLWXUHV�IRU�SRYHUW\��0RUHRYHU��LQ�WKH�����V�WKHUH
KDV�EHHQ�DQ�LQFUHDVLQJ�FRQFHUQ�WKDW�WKH�FRQIOLFW�EHWZHHQ�JURZWK�DQG�HTXLW\�LV�PRUH�DFXWH
WKDQ�HDUOLHU�WKRXJKW��DW�OHDVW�LQ�WKH�VKRUW�WHUP��.DQEXU���������7KHVH�LVVXHV�DUH�DGGUHVVHG
LQ�WKLV�SDSHU�LQ�WKH�FRQWH[W�RI�(WKLRSLD��0RUHRYHU��ZKHQ�WKH�EXGJHW�FRQVWUDLQW�LV�YHU\�WLJKW�
JRRG� TXDOLW\� DQG� WLPHO\� GDWD� DUH� HVSHFLDOO\� LPSRUWDQW� LQ� DFKLHYLQJ� WKH� PRVW� SRYHUW\
UHGXFWLRQ� IURP� WKH� DYDLODEOH� EXGJHW�� 7KH� LPSOLFDWLRQV� RI� WKLV� IRU� (WKLRSLD� DUH� DOVR
GLVFXVVHG�

7KLV�SDSHU�LV�SDUW�RI�D�818�:,'(5�UHVHDUFK�SURMHFW�WKDW�IRFXVHV�RQ�D�JURXS�RI�$IULFDQ
FRXQWULHV�WKDW�DUH�LQ�WUDQVLWLRQ�IURP�VWDWH�VRFLDOLVP�DQG�ZKLFK�KDYH�D�KLVWRU\�RI�FRQIOLFW�
7KXV��WKH\�PXVW�QRW�RQO\�UHIRUP�SROLF\�EXW�DOVR�UHFRQVWUXFW�IURP�FRQIOLFW�DQG��LQ�VRPH
FDVHV��HQG�FRQIOLFW��7KH�SURMHFW
V�RYHUDOO� IUDPHZRUN� LV� VHW�RXW� LQ�$GGLVRQ� ��������7KH
SURMHFW
V�LQWHQWLRQ�LV�WR�FRYHU�DOO�WKH�LPSRUWDQW�LVVXHV��EXW�LQGLYLGXDO�SDSHUV�ZLOO�IRFXV�RQ
RQH�SDUWLFXODU�WRSLF���7KH�DLP�RI�WKLV�SDSHU�LV�WKHUHIRUH�WR�IRFXV�RQ�VHWWLQJ�SULRULWLHV�IRU

������������������������������������������������
��7KLV�HVWLPDWH�LV�EDVHG�RQ�D�QDWLRQDOO\�UHSUHVHQWDWLYH�LQFRPH�DQG�H[SHQGLWXUH�VXUYH\�RI
�������KRXVHKROGV�FRQGXFWHG�E\�WKH�&HQWUDO�6WDWLVWLFDO�$XWKRULW\� LQ�������0LQLVWU\�RI
(FRQRPLF�'HYHORSPHQW�DQG�&RRSHUDWLRQ������E���3RYHUW\�HVWLPDWHV�EDVHG�RQ�SDQHO�GDWD
IRU� ������ KRXVHKROGV� FROOHFWHG� E\� WKH� 'HSDUWPHQWV� RI� (FRQRPLFV� DW� $GGLV� $EDED
8QLYHUVLW\�DQG�*|WHERUJ�8QLYHUVLW\� WRJHWKHU�ZLWK� WKH�&HQWUH� IRU� WKH�6WXG\�RI�$IULFDQ
(FRQRPLHV� �2[IRUG� 8QLYHUVLW\�� DUH� VLPLODU� �$\DOHZ�� HW� DO�� ������ 'HSDUWPHQWV� RI
(FRQRPLFV��$GGLV�$EDED�DQG�*|WHERUJ�8QLYHUVLWLHV���������6HH�DOVR�*HWDKXQ�7DIIHVVH
�������
��7KXV�IRU�(WKLRSLD��$OHPD\HKX�*HGD��������GLVFXVVHV�HFRQRPLF�UHIRUP��$\DOHZ��HW�DO
�������GLVFXVV�GHPRELOL]DWLRQ�DQG�LWV�LPSDFW��DQG�%HYDQ��������DQDO\VHV�ILVFDO�LVVXHV��)RU
(ULWUHD��+DQVVRQ��������GLVFXVVHV�UHFRQVWUXFWLRQ�DQG�UHIRUP�DW�WKH�QDWLRQDO�OHYHO��ZKLOH



�

SRYHUW\�UHGXFWLRQ��,Q�SDUWLFXODU��ZKDW�DUH�WKH�NH\�SULRULWLHV�LI�WKH�DLP�LV�WR�UDLVH�(WKLRSLD
V
KXPDQ�GHYHORSPHQW�LQGLFDWRUV"�:KDW�DUH�WKH�PRVW�LPSRUWDQW�SULRULWLHV�ZKHQ�UHVRXUFHV�DUH
OLPLWHG"

7KH�VWUXFWXUH�RI�WKH�SDSHU�LV�DV�IROORZV��6HFWLRQ���VHWV�RXW�VRPH�WKHRUHWLFDO�VWDUWLQJ�SRLQWV
DQG�WKHQ�GLVFXVVHV�WKH�PDFURHFRQRPLF�VLWXDWLRQ�DQG�WKH�SDWWHUQ�RI�JURZWK�LQ�DQ�DWWHPSW�WR
LGHQWLI\�WKH�UHVRXUFH�FRQVWUDLQWV�ZLWKLQ�ZKLFK�WR�FRPSDUH�SROLF\�RSWLRQV��6HFWLRQ���EULHIO\
GHVFULEHV�WKH�SDWWHUQ�RI�SRYHUW\��ZKLOH�6HFWLRQ���UHYLHZV�H[LVWLQJ�SXEOLF�VHFWRU�SULRULWLHV
DQG�SDWWHUQV�RI�H[SHQGLWXUH��:H�WKHQ�GLVFXVV�WKH�SROLF\�DUHDV�WKDW�DUH�HVSHFLDOO\�LPSRUWDQW
IRU�SRYHUW\�DOOHYLDWLRQ��QDPHO\�LQIUDVWUXFWXUH��6HFWLRQ�����KXPDQ�FDSLWDO��6HFWLRQ�����VRFLDO
VDIHW\�QHWV�DQG�WDUJHWLQJ��6HFWLRQ�����6HFWLRQ���HPSKDVL]HV�WKH�LPSRUWDQFH�RI�LQVWLWXWLRQV
DQG� JRYHUQDQFH� VWUXFWXUHV�� 6HFWLRQ� �� FRQFOXGHV� WKH� SDSHU� E\� VXPPDUL]LQJ� WKH� PDQ\
FKDOOHQJHV�WKDW�VWLOO�H[LVW��DQG�KLJKOLJKWV�WKH�LPSRUWDQFH�RI�UHVROYLQJ�WKH�SUHVHQW�FRQIOLFW
ZLWK�(ULWUHD�WR�WKH�UHVXPSWLRQ�RI�JURZWK�DQG�SRYHUW\�UHGXFWLRQ�

����0DFURHFRQRPLFV�DQG�WKH�SDWWHUQ�RI�JURZWK

7KH�(WKLRSLDQ�FLYLO�ZDU�KDG�YHU\�VHULRXV�HFRQRPLF�FRQVHTXHQFHV��,W�GHVWUR\HG�SURGXFWLYH
DVVHWV��FUHDWHG�VRFLDO�GLVRUGHU��GLYHUWHG�UHVRXUFHV�IURP�RXWSXW�HQKDQFLQJ�DFWLYLWLHV��DQG�OHG
WR�GLVVDYLQJ�DV�ZHOO�DV�D�SURFHVV�RI�DVVHW�VXEVWLWXWLRQ��LQFOXGLQJ�WKH�VKLIW�RI�DVVHWV�DEURDG
�VHH�$\DOHZ��HW�DO��������DQG�+DQVVRQ����������(PSLULFDO�HVWLPDWHV�RI�WKH�JURZWK�LPSDFW
RI�FLYLO�ZDUV�SUHVHQWHG�LQ�&ROOLHU��������LQGLFDWH�WKDW�(WKLRSLD¶V�*'3�OHYHO�LQ������ZDV
VRPH����SHU�FHQW�EHORZ�ZKDW�LW�ZRXOG�KDYH�EHHQ�LI�SHDFH�KDG�EHHQ�SUHVHUYHG��,Q�JHQHUDO�
RQFH�D�VRFLHW\�UHWXUQV�WR�SHDFH��WKH�HFRQRP\�VKRXOG�LPSURYH���DV�GHVWUXFWLRQ��GLVUXSWLRQ�
GLYHUVLRQ�DQG�GLVVDYLQJ�FHDVH���EXW�KRZ�LW�GRHV�VR�GHSHQGV�LQ�SDUW�RQ�WKH�QDWXUH�RI�WKH
FRQIOLFW��,I�WKH�ZDU�KDV�EHHQ�D�ORQJ�RQH��DV�ZDV�WKH�FDVH�LQ�(WKLRSLD��WKH�DVVHW�FRPSRVLWLRQ
ZLOO� KDYH� KDG� WLPH� WR� DGMXVW� WR� WKH� VWUXFWXUH� WKDW� LV� RSWLPDO� LQ� WKH� ZDU� HQYLURQPHQW�
7KHUHIRUH��WKH�UHVWRUDWLRQ�RI�SHDFH�VKRXOG�LPSO\�D�UHYHUVDO�RI�WKH�DVVHW�VXEVWLWXWLRQ�HIIHFW�
:H�ZRXOG�WKXV�H[SHFW�D�SHDFH�GLYLGHQG�

%XW�WKHUH�DUH�DOVR�IDFWRUV�WKDW�PDNH�LW�GLIILFXOW�WR�UHVWDUW�JURZWK��2QFH�SHDFH�LV�UHVWRUHG��WKH
FRVWV�RI�HFRQRPLF�DFWLYLW\�DUH�UHGXFHG�±�IRU�H[DPSOH�WUDQVDFWLRQV�FRVWV�IDOO���EXW�LW�LV�KDUG
WR�UHVWRUH�DFWLYLW\�EDFN�WR�LWV�SUH�ZDU�OHYHO��SDUWLFXODUO\�LQ�VPDOOKROGHU�DJULFXOWXUH�ZKHUH
KRXVHKROGV�DUH�YHU\�FRQVWUDLQHG�E\�D� ODFN�RI�FDSLWDO��� ,W� DOVR� WDNHV� WLPH� WR� UHYHUVH� WKH
ZDUWLPH�GLYHUVLRQ�RI�UHVRXUFHV�IURP�SURGXFWLRQ�WR�PLOLWDU\�XVH��,W�LV�SROLWLFDOO\�GLIILFXOW�WR
FXW�PLOLWDU\�H[SHQGLWXUHV��DQG�WKLV�FDQ�VORZ�WKH�UHDOORFDWLRQ�RI�SXEOLF�VSHQGLQJ�WR�SRYHUW\
UHGXFWLRQ��)XUWKHUPRUH��GXULQJ�WKH�FORVLQJ�VWDJHV�RI�FLYLO�ZDU��JRYHUQPHQWV�RIWHQ�SXUVXH
D�GHVSHUDWH�DQG�LUUHVSRQVLEOH�ILVFDO�SROLF\�OHDGLQJ�WR�ODUJH�ILVFDO�GHILFLWV��WKLV�KLQGHUV�WKH
UHVWRUDWLRQ�RI�SURGXFWLYH�SXEOLF�H[SHQGLWXUHV��,Q�(WKLRSLD¶V�FDVH�WKH�ILVFDO�GHILFLW�ZDV�RYHU
��SHU�FHQW�RI�*'3�E\�WKH�WLPH�RI�WKH�'HUJ¶V�IDOO��7KH�SROLF\�OHJDF\�WKHUHIRUH�FRQVWUDLQV
LQYHVWPHQW��0RUHRYHU��ZDU�±�DQG�WKH�ULVN�RI�D�QHZ�ZDU�±�LQFUHDVHV�LQYHVWPHQW�ULVNV��7KLV�
WRJHWKHU� ZLWK� ZDU
V� QHJDWLYH� HIIHFW� RQ� VRFLDO� FDSLWDO� �VRFLDO� SRODUL]DWLRQ�� IDPLO\
IUDJPHQWDWLRQ�HWF���UHGXFHV�WKH�VFRSH�IRU�QHZ�FDSLWDO�IRUPDWLRQ��$GGLVRQ��������

:DU�QRW�RQO\�DIIHFWV�WKH�OHYHO�RI�*'3�LW�DOVR�FKDQJHV�LWV�FRPSRVLWLRQ��VHH�$GGLVRQ�������

����������������������������������������������������������������������������������������������������������������������������������������������
.LEUHDE��������DQDO\VHV�WKH�LVVXHV�DW�WKH�FRPPXQLW\�OHYHO�
��6HH�&ROOLHU��������IRU�DQ�DQDO\VLV�RI�WKH�LPSDFW�RI�FLYLO�ZDUV�RQ�HFRQRPLF�JURZWK�
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&ROOLHU���������&DSLWDO�LQWHQVLYH�DFWLYLWLHV���RU�WUDQVDFWLRQV�DQG�DFWLYLWLHV�VXSSO\LQJ�WKHP
��WHQG�WR�VKULQN��7KXV�VHFWRUV�VXFK�DV�PDQXIDFWXULQJ��FRQVWUXFWLRQ��WUDQVSRUW��GLVWULEXWLRQ�
DQG�ILQDQFH�ZLOO�VKULQN�UHODWLYH�WR�*'3�GXULQJ�D�FLYLO�ZDU��ZKLOH�VXEVLVWHQFH�DJULFXOWXUH
ZLOO�H[SDQG��RU�DW�OHDVW�GHFOLQH�E\�D�VPDOOHU�DPRXQW���7KLV�SURYLGHV�VRPH�FXVKLRQ�IRU�WKH
SRRU��VLQFH�WKHLU�LQFRPH�ZLOO�SUREDEO\�VKRZ�OHVV�RI�D�GHFOLQH�WKDQ�WKH�LQFRPH�RI�WKH�EHWWHU�
RII���+RZHYHU��WKLV�SDWWHUQ�VKRXOG�SDUWLDOO\�UHYHUVH�LWVHOI�ZLWK�WKH�UHVWRUDWLRQ�RI�SHDFH��VLQFH
LW�LV�WKH�FDSLWDO��DQG�WUDQVDFWLRQV��LQWHQVLYH�VHFWRUV�WKDW�ZLOO�EHQHILW�WKH�PRVW�IURP�WKH�HQG
RI�ZDU��7KLV�LPSOLHV�WKDW�WKH�SRRUHVW�ZLOO�EH�VORZ�WR�JDLQ�IURP�WKH�UHVWRUDWLRQ�RI�HFRQRPLF
JURZWK�

6LQFH�(WKLRSLD�LV�RQH�RI�WKH�SRRUHVW�FRXQWULHV�LQ�WKH�ZRUOG�LW�ZLOO�QRW�EH�SRVVLEOH�WR�DFKLHYH
VLJQLILFDQW�SRYHUW\�UHGXFWLRQ�XQOHVV�WKHUH�LV�HFRQRPLF�JURZWK��$�EDVLV�IRU�DQ\�VWUDWHJ\�ZLOO
WKHUHIRUH�KDYH�WR�EH�SROLFLHV�WKDW�SURPRWH�JURZWK��,Q�WKH�ILUVW�IHZ�\HDUV�DIWHU�������WKH
HFRQRP\�VXIIHUHG�IURP�WKH�UHVLGXDO�HIIHFWV�RI�WKH�ZDU��EXW�RQFH�D�PHDVXUH�RI�VWDELOLW\�KDG
EHHQ� DFKLHYHG� WKH� SHDFH� GLYLGHQG� VWDUWHG� WR�PDWHULDOL]H��*URZWK� KDV� EHHQ� KLJK� VLQFH
��������DSDUW�IURP�D�ODUJH�GURS�LQ���������GXH�WR�EDG�ZHDWKHU��VHH�7DEOH�����$IWHU������
WKH�HFRQRP\�VWDUWHG�WR�VXIIHU�WKH�HIIHFWV�RI�WKH�QHZ�ZDU�ZLWK�(ULWUHD��,QIODWLRQ�LV�YHU\�ORZ�
GHVSLWH�D�UHODWLYHO\�UDSLG�H[SDQVLRQ�RI�WKH�PRQH\�VXSSO\��0LQLVWU\�RI�'HYHORSPHQW�DQG
(FRQRPLF� &RRSHUDWLRQ�� ����D��� &DSLWDO� IRUPDWLRQ� SLFNHG� XS� DQG� ZDV� ��� SHU� FHQW� LQ
���������+RZHYHU��WKH�WUDGH�GHILFLW�KDV�EHHQ�VWXFN�DW�RYHU����SHU�FHQW�RI�*'3��7KHUH�KDV
EHHQ� VRPH� LPSURYHPHQW� LQ� H[SRUWV�� EXW� WUDQVIHUV� ODUJHO\� FRYHU� WKH� WUDGH� GHILFLW�� 7KH
H[FKDQJH�UDWH�KDV�WKHUHIRUH�EHHQ�IDLUO\�VWDEOH�IRU�PRVW�RI�WKH�SRVW������SHULRG��DOWKRXJK
LW�FDPH�XQGHU�SUHVVXUH�DIWHU�WKH�VWDUW�RI�WKH�ZDU�ZLWK�(ULWUHD�LQ�������IROORZLQJ�GHYDOXDWLRQ
RYHU���������WR�FRUUHFW�WKH�VHYHUH�RYHUYDOXDWLRQ�RI�WKH�FXUUHQF\�WKDW�ZDV�LQKHULWHG�IURP�WKH
'HUJ��VHH�$OHPD\HKX��������

7KH�ILVFDO�SRVLWLRQ�LV�LPSRUWDQW�WR�RXU�GLVFXVVLRQ�RI�WKH�JRYHUQPHQW¶V�VFRSH�IRU�SRYHUW\
UHGXFWLRQ�PHDVXUHV��VHH�DOVR�%HYDQ���������7KH�ODUJH�ILVFDO�GHILFLW�WKDW�ZDV�LQKHULWHG�IURP
WKH�'HUJ�KDV�EHHQ�EURXJKW�XQGHU�FRQWURO��VHH�7DEOH����DQG�E\���������WKH�ILVFDO�SRVLWLRQ
ZDV�IDLUO\�VWURQJ�FRPSDUHG�WR�WKDW�RI�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ���WRWDO�H[SHQGLWXUHV�ZHUH
�����SHU�FHQW�RI�*'3�LQ����������+RZHYHU��WKH�EXGJHW�LV�YHU\�ORZ�LQ�DEVROXWH�WHUPV��3HU
FDSLWD�LQFRPH�ZDV������LQ�������FRPSDUHG�ZLWK�WKH�6XE�6DKDUDQ�$IULFD��66$��DYHUDJH�RI
�������DOO�GDWD�DUH�LQ�86�GROODUV���7KLV�PHDQV�WKDW�WKH�EXGJHW�SHU�FDSLWD�LV�RQO\��������SHU
\HDU��,W�LV�XQOLNHO\�WKDW�SXEOLF�UHYHQXHV�ZLOO�LQFUHDVH�VLJQLILFDQWO\��HYHQ�DIWHU�FXUUHQW�HIIRUWV
WR� LPSURYH� WD[� FROOHFWLRQ�� RU� WKDW� DOUHDG\� KLJK� DLG� LQIORZV� ZLOO� LQFUHDVH�� WKXV� WKH
JRYHUQPHQW�ZLOO�KDYH�WR�RSHUDWH�ZLWKLQ�D�YHU\�WLJKW�UHVRXUFH�FRQVWUDLQW��7KLV�ZLOO�RQO\�UHOD[
RQFH�WKH�HFRQRP\�DFKLHYHV�VXVWDLQHG�JURZWK��,Q�WKH�PHDQWLPH�� WKH�ZDU�ZLWK�(ULWUHD�LV
WLJKWHQLQJ�WKH�JRYHUQPHQW¶V�UHVRXUFH�FRQVWUDLQW�VLQFH�PLOLWDU\�H[SHQGLWXUHV�KDYH�LQFUHDVHG
RYHU�����������

7KXV��JURZWK�PXVW�UHPDLQ�D�WRS�SULRULW\��%XW�LWV�VWUXFWXUH�VKRXOG�EH�VXFK�WKDW�WKH�SRRU
EHQHILW�DV�VPDOOKROGHUV��PLFUR�HQWUHSUHQHXUV��DQG�ZDJH�HPSOR\HHV��6LQFH�WKH�PDMRULW\�RI
WKH� SRRU�PDNH� WKHLU� OLYHOLKRRG� LQ� DJULFXOWXUH�� WKH� GHYHORSPHQW� RI� WKLV� VHFWRU�PXVW� EH
HPSKDVL]HG��:KHQ�SROLF\�PDNHUV�GHVLJQ�SROLFLHV�WR�VWLPXODWH�JURZWK�WKH\�PXVW�LQFRUSRUDWH
DSSURSULDWH�DQDO\VLV�RI� WKHLU�GLVWULEXWLRQDO� LPSDFW�ZKLOH�DW� WKH� VDPH� WLPH�HPSKDVL]LQJ

������������������������������������������������
��7KLV�SDWWHUQ�VHHPV�UHOHYDQW�WR�(WKLRSLD��EXW�LW�PD\�QRW�KROG�LQ�DOO�FLYLO�ZDUV��:KHQ�WKHUH
LV�H[WHQVLYH�GHVWUXFWLRQ�LQ�UXUDO�DUHDV�±�WKH�FDVHV�RI�$QJROD�DQG�0R]DPELTXH���WKH�SRRU
PD\�EH�PRUH�DGYHUVHO\�DIIHFWHG�WKDQ�WKH�EHWWHU�RII��VHH�$GGLVRQ��������
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SROLFLHV�WKDW�DUH�RI�HVSHFLDO�LPSRUWDQFH�WR�WKH�SRRU��7KRVH�VSHFLILF�SROLFLHV�FDQ�EH�GLYLGHG
LQWR� WZR� EURDG� FODVVHV�� PHDVXUHV� WR� LQFUHDVH� WKH� LQFRPHV� RI� WKH� SRRU� �VXFK� DV� UXUDO
LQIUDVWUXFWXUH�DQG�WKH�PRGHUQL]DWLRQ�RI�DJULFXOWXUH���DQG�PHDVXUHV�WKDW�LPSURYH�WKH�TXDOLW\
RI�OLIH�RI�WKH�SRRU�GLUHFWO\���VXFK�DV�WKH�SURYLVLRQ�RI�KHDOWK�FDUH��SRWDEOH�ZDWHU�VXSSOLHV��DQG
SULPDU\�HGXFDWLRQ��7KLV�SDSHU�GRHV�QRW�GLVFXVV�WKH�PDFURHFRQRPLF�VWUDWHJ\�RI�(WKLRSLD��VHH
LQVWHDG�$OHPD\HKX��������%HYDQ���������WKLV�LV�WDNHQ�DV�PRUH�RU�OHVV�JLYHQ��,QVWHDG�WKH
IRFXV�LV�RQ�ZKDW�FDQ�GRQH�ZLWKLQ�WKDW�FRQWH[W�WR�DFKLHYH�SRYHUW\�UHGXFWLRQ�

7DEOH����0DFURHFRQRPLF�LQGLFDWRUV����������������

������� ������� ������� ������� ������� ������� ������� �������

*'3�JURZWK�UDWH���� ���� ���� ���� ��� ��� ���� ��� ���

6HFWRUDO�GLVWULEXWLRQ�RI�*'3
���

$JULFXOWXUH �� ���� ���� ���� �� ���� ���� ����

,QGXVWU\ ��� � ���� ���� ���� ���� ���� ��

�0DQXIDFWXULQJ�RQO\� ����� ����� ����� ����� ����� ����� ����� �����

'LVWULEXWLYH�VHUYLFHV ���� �� ���� ���� ���� ���� ���� ����

2WKHU�VHUYLFHV ���� ���� �� ���� ���� ���� ���� ����

,QIODWLRQ�UDWH���� ���� �� �� ��� ���� ��� ���� ���

*URVV�GRPHVWLF�H[SHQGLWXUH�DV���RI�*'3�DW�FXUUHQW�SULFHV

&RQVXPSWLRQ �� �� ���� ���� ���� ���� ���� ����

�*RYHUQPHQW�RQO\� ���� ���� ���� ���� ���� ���� �� ����

*URVV�IL[HG�FDSLWDO�IRUPDW� ���� ��� ���� ���� ���� ���� �� ����

5HVRXUFH�JDS ���� ���� ���� ��� ���� ����� ����� �����

)LVFDO�GDWD��DV�VKDUHV�RI
*'3�

'RPHVWLF�UHYHQXH ���� ���� ���� ���� ���� ���� ���� ����

([WHUQDO�JUDQWV ��� ��� ��� ��� ��� ��� ��� ���

7RWDO�H[SHQGLWXUH ���� ���� ���� ���� ���� ���� ���� ����

5HFXUUHQW ���� ���� ���� ���� ���� ���� ���� ����

&DSLWDO ��� ��� ��� ��� ��� ��� ���� ����

)LVFDO�GHILFLW�LQFO��JUDQWV ���� ���� ���� ���� ���� ���� ���� ����

)LVFDO�GHILFLW�H[FO��JUDQWV ����� ���� ���� ����� ���� ���� ���� ����

0��JURZWK���� ���� ���� ���� ���� ���� ��� ��� ����

7UDGH�EDODQFH���RI�*'3 ���� ���� ����� ��� ����� ����� ����� �����

&XUUHQW�DFFRXQW�LQFO��RII�
WUDQVIHUV���RI�*'3

���� ���� ���� ���� ���� ���� ���� ����

([FKDQJH�UDWH��%LUU��� ���� ���� ���� ��� ���� ���� ���� ����
6RXUFH��'DWD�IURP�WKH�0LQLVWU\�RI�(FRQRPLF�'HYHORSPHQW�DQG�&RRSHUDWLRQ



�

����3DWWHUQV�RI�SRYHUW\

3RYHUW\�PD\�H[LVW�EHFDXVH�RI�ORZ�DYHUDJH�LQFRPHV�RU�EHFDXVH�RI�DQ�LQHTXLWDEOH�GLVWULEXWLRQ
RI� LQFRPH�RU� ERWK�� 3RYHUW\� UHGXFWLRQ� FDQ� WKHUHIRUH� EH� DGGUHVVHG� HLWKHU� E\� SROLFLHV� WR
DFKLHYH�IDVWHU�JURZWK� LQ� WRWDO� LQFRPH�DQG�RU�E\� UHGLVWULEXWLQJ� LQFRPH� WR�SHRSOH�DW� WKH
ERWWRP�RI�WKH�LQFRPH�GLVWULEXWLRQ�RU�D�SROLF\�WR�LQFUHDVH�WKH�LQFRPHV�RI�WKH�SRRU�GLUHFWO\�
,Q�WKLV�UHJDUG��RQH�RI�WKH�VWULNLQJ�IHDWXUHV�RI�SRYHUW\�HVWLPDWHV�IRU�(WKLRSLD�LV�WKH�KLJK�UDWLR
EHWZHHQ�WKH�DEVROXWH�SRYHUW\�OLQH�DQG�WKH�PHDQ�LQFRPH�RI�WKH�SRSXODWLRQ��,QGHHG��LQ�UHFHQW
HVWLPDWHV� WKLV� YDOXH� LV� FORVH� WR� RQH�� LPSO\LQJ� WKDW� SHU� FDSLWD� LQFRPH� LV� HTXDO� WR� WKH
PLQLPXP�FRVW�RI�EDVLF�QHHGV�LQ�(WKLRSLD��7KLV�PHDQV�WKDW�VXVWDLQHG�HFRQRPLF�JURZWK�LV
QHFHVVDU\�IRU�(WKLRSLD�WR�EH�DEOH�WR�ILJKW�SRYHUW\�LQ�D�PHDQLQJIXO�ZD\��7KH�TXHVWLRQ�WKHQ
LV�ZKDW� IRUP� WKH� HIILFLHQF\�HTXLW\� WUDGH�RII� WDNHV� LQ� (WKLRSLD�� ,I� HIILFLHQF\�� RU� KLJKHU
JURZWK�� FDQ�RQO\� FRPH�DW� WKH� FRVW�RI� KLJKHU� LQHTXDOLW\�� WKHQ�ZH� IDFH� D� GLOHPPD��7KH
HYLGHQFH�UHJDUGLQJ�WKLV�WUDGH�RII�LV�PL[HG�

:KHWKHU�WKH�LQFLGHQFH�RI�SRYHUW\�LV�KLJKHU�LQ�UXUDO�DUHDV�WKDQ�LQ�XUEDQ�DUHDV�LV�D�FRQWHQWLRXV
LVVXH��$�UHFHQW�JRYHUQPHQW�VWXG\�VXJJHVWV�WKDW�WKLV�LV�WKH�FDVH��VHH�0LQLVWU\�RI�(FRQRPLF
'HYHORSPHQW�DQG�&RRSHUDWLRQ������E���%XW�HVWLPDWHV�XVLQJ�SDQHO�GDWD�IRU�����������DQG
WKH�SRYHUW\� OLQH�HVWLPDWHV�GHULYHG�E\�0HNRQHQ�7DGGHVVH�HW�DO� ������� VXJJHVW� WKDW� WKH
LQFLGHQFH�LV�DFWXDOO\�KLJKHU�LQ�XUEDQ�DUHDV��+RZHYHU��VLQFH����SHU�FHQW�RI�WKH�SRSXODWLRQ
OLYH�LQ�WKH�UXUDO�DUHDV��LW�LV�FOHDU�WKDW�PRVW�RI�WKH�SRRU�DUH�WR�EH�IRXQG�WKHUH��7KH�H[WHQW�RI
XUEDQL]DWLRQ�KDV��KRZHYHU��LQFUHDVHG�UDSLGO\�RYHU�WKH�ODVW�GHFDGHV��'XULQJ�WKH�ZDU�PLJUDQWV
ZHUH�ODUJHO\�UHIXJHHV��ZKR�ZHUH�IRUFHG�WR�OHDYH�WKH�UXUDO�DUHDV��7KH\�RIWHQ�DUULYHG�LQ�WKH
XUEDQ�DUHDV�ZLWKRXW�DQ\�DVVHWV��ZKLFK�H[SODLQV�ZK\�WKH\�RIWHQ�OLYH�LQ�SRYHUW\��7KXV��WKH
LQFLGHQFH�RI�XUEDQ�SRYHUW\�KDV�LQFUHDVHG�

'XULQJ�WKH�HDUO\�����V��DJULFXOWXUDO�SURGXFWLRQ�IHOO��EXW�VLQFH�WKHQ�WKH�DJULFXOWXUDO�VHFWRU
KDV�PRUH�RU�OHVV�NHSW�SDFH�ZLWK�WKH�UHVW�RI�WKH�HFRQRP\��WKLV�LPSOLHV�WKDW�DYHUDJH�UXUDO
LQFRPHV�KDYH�LQFUHDVHG��(VWLPDWHV�RI�FKDQJHV�LQ�WKH�UXUDO� LQFRPH�GLVWULEXWLRQ�DUH�VWLOO
XQFHUWDLQ�

(VWLPDWHV�IURP�XUEDQ�VXUYH\V�FRQGXFWHG�EHWZHHQ������DQG������VXJJHVW�WKDW�XQDGMXVWHG
KRXVHKROG�LQFRPH�LQFUHDVHG�E\���SHU�FHQW��ZKLOH�LQFRPH�SHU�DGXOW�HTXLYDOHQW�LQFUHDVHG�E\
DV�PXFK�DV����SHU�FHQW� �%LJVWHQ��HW�DO��������� ,QFRPH�JURZWK�ZDV�YHU\�XQHYHQ�DFURVV
LQFRPH�JURXSV�� LW� UDQJHV� IURP� D� GHFOLQH� RI� ���� SHU� FHQW� IRU� WKH� ERWWRP�TXLQWLOH� WR� DQ
LQFUHDVH�RI������SHU�FHQW�IRU�WKH�WRS�TXLQWLOH�LI�KRXVHKROG�LQFRPH�LV�XVHG��ZKLOH�ZLWK�SHU
DGXOW�HTXLYDOHQW�LQFRPH�DOO�JURXSV�VHH�VRPH�LPSURYHPHQW���IURP�����SHU�FHQW�LQ�WKH�ERWWRP
TXLQWLOH�WR������SHU�FHQW�LQ�WKH�WRS�TXLQWLOH��7KHVH�GLIIHUHQFHV�QRWZLWKVWDQGLQJ��LW�VHHPV�WKDW
JURZWK�PDLQO\� EHQHILWHG� EHWWHU�RII� XUEDQ� KRXVHKROGV� DQG� WKDW� LW� KDV� QRW� VLJQLILFDQWO\
WULFNOHG�GRZQ�WR�SRRU�KRXVHKROGV��/RRNLQJ�DW�WKH�SDWWHUQ�RI�LQFRPHV�E\�TXLQWLOH�ZH�VHH�WKDW
WKH�SRRUHVW�TXLQWLOH�UHOLHV�KHDYLO\�RQ�IHPDOH�KRXVHKROG�EXVLQHVV�LQFRPH�DQG�UHPLWWDQFHV
�DQG�DOVR�RQ�FKLOGUHQ¶V�LQFRPH���$PRQJ�KRXVHKROGV�LQ�WKH�WRS�UDQJH��LQFRPHV�IURP�UHJXODU
EXVLQHVVHV�DUH�YHU\�LPSRUWDQW��7KH�LQFRPH�JURZWK�RI�WKH�WRS�TXLQWLOH�KDV�WKXV�EHQHILWHG
IURP�WKH�LQFUHDVLQJ�VFRSH�IRU�EXVLQHVV�±�WKLV�DFFRUGV�ZLWK�RXU�WKHRUHWLFDO�VWDUWLQJ�SRLQW
ZKLFK�HPSKDVL]HV�WKH�UHFRYHU\�RI�WUDQVDFWLRQV�LQWHQVLYH�VHFWRUV��7KH�HVWLPDWHV�DOVR�VKRZ
WKDW�WKHUH�KDV�EHHQ�VRPH�LQFUHDVH�LQ�XUEDQ�LQHTXDOLW\��ZKLFK�VXSSRUWV�WKH�LQIHUHQFH�WKDW�WKH
LQFRPH�LQFUHDVHV�KDYH�EHHQ�FRQFHQWUDWHG�RQ�WKH�EHWWHU�RII��7KLV�KDV�EHHQ�FRPSRXQGHG�E\
WKH�IDFW�WKDW�GHPRELOL]HG�VROGLHUV�ZKR�UHWXUQHG�WR�WKH�XUEDQ�DUHDV�KDG�IHZ�PDUNHWDEOH�VNLOOV
DQG�IDFHG�D�ZHDN�MRE�PDUNHW�LQ�WKH�HDUO\�����V��VHH�$\DOHZ��HW�DO��������
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7KH�JRYHUQPHQW�QRZ�IDFHV�WKH�GDXQWLQJ�WDVN�RI�DFKLHYLQJ�SRYHUW\�UHGXFWLRQ�ZLWK�H[WUHPHO\
OLPLWHG�UHVRXUFHV��,Q�WKH�QH[W�VHFWLRQ�ZH�UHYLHZ�LWV�SULRULWLHV�XS�WR�WKH�SUHVHQW�WLPH�

����3XEOLF�VHFWRU�H[SHQGLWXUH�SULRULWLHV

(WKLRSLD�KDV�UHFHLYHG�D�ODUJH�DPRXQW�RI�SURJUDPPH�DLG��DQG�WKH�JRYHUQPHQW�KDV�EHHQ�RQ
JHQHUDOO\�JRRG�WHUPV�ZLWK�WKH�,0)�DQG�WKH�:RUOG�%DQN��,W�KDV�PHW�PRVW�RI�WKH�SHUIRUPDQFH
FULWHULD��DOWKRXJK�WKHUH�KDV�EHHQ�VRPH�VOLSSDJH�LQ�H[WHUQDO�SD\PHQWV��)LQDQFLDO�UHIRUP�KDV
EHHQ�D�FRQWHQWLRXV�LVVXH�ZLWK�WKH�,0)��VHH�$OHPD\HKX���������7KH�JRYHUQPHQW�KDV�IRU
VRPH�WLPH�PDQDJHG�WR�DYRLG�H[FHHGLQJ�WKH�VSHQGLQJ�OLPLWV�DJUHHG�ZLWK�WKH�%:,V��EXW�WKLV
ZLOO�EH�LPSRVVLEOH�WR�VXVWDLQ�JLYHQ�WKH�QHZ�ZDU�ZLWK�(ULWUHD��7KH�JRYHUQPHQW�PD\�WU\�WR
GLVJXLVH�ZDU�H[SHQGLWXUHV�LQ�RUGHU�WR�VDWLVI\�GRQRU�GHPDQGV��2QH�ZD\�WR�GR�WKLV�LV�WR�EX\
DUPV�RQ�FUHGLW�IURP�IRUHLJQ�VXSSOLHUV��WKH�FRVWV�ZLOO�VKRZ�XS�ODWHU�LQ�WKH�EXGJHW�LQ�WKH�IRUP
RI�IRUHLJQ�GHEW�VHUYLFH��,W�WKHUHIRUH�UHPDLQV�WR�EH�VHHQ�ZKDW�WKH�XOWLPDWH�HFRQRPLF�LPSDFW
RI�WKH�QHZ�ZDU�ZLOO�EH��:LWK�WKHVH�PDFURHFRQRPLF�SRLQWV�LQ�PLQG��ZH�QRZ�FRQFHQWUDWH�RQ
SRYHUW\�UHGXFWLRQ�PHDVXUHV�

,W� LV� XVHIXO� WR� GLVWLQJXLVK� EHWZHHQ� WKH� VKRUW� DQG� ORQJ� WHUP� GLPHQVLRQV� RI� SRYHUW\
HUDGLFDWLRQ��,Q�WKH�VKRUW�WHUP��PHDVXUHV�WR�VXSSRUW�DJULFXOWXUH�VKRXOG�UHFHLYH�WRS�SULRULW\�
5RDG�LQIUDVWUXFWXUH�±�HVSHFLDOO\�LQ�UXUDO�DUHDV�±�LV�DQ�LQYHVWPHQW�ZLWK�KLJK�VRFLDO�UHWXUQV�
5XUDO�KRXVHKROGV�ZLWKRXW�DFFHVV�WR�URDGV�WKDW�FRQQHFW�WKHP�WR�WKH�HFRQRP\¶V�FRUH�ZLOO�QRW
EH�DEOH�WR�DFFHVV�PDUNHWV�IRU�LQSXWV�RU�RXWSXWV��QRU�DFFHVV�SXEOLF�VHUYLFHV�VXFK�DV�H[WHQVLRQ
�VHH�VHFWLRQ���EHORZ���7KHUH�DUH�DOVR�GLUHFW�PHDVXUHV�WKDW�FDQ�UDLVH�VPDOOKROGHU�SURGXFWLYLW\
VXFK� DV� VPDOO�VFDOH� LUULJDWLRQ�� H[WHQVLRQ� DQG� DJULFXOWXUDO� UHVHDUFK� ±� WKHVH� DUH� QRZ
XQGHUZD\��EXW�PXFK�PRUH�FDQ�EH�GRQH��5HGXFLQJ�WKH�PD]H�RI�UHJXODWLRQV�WKDW�FRQVWUDLQ
HQWUHSUHQHXUV� LQ� (WKLRSLD� LV� DQRWKHU� VKRUW�WHUP� SULRULW\� IRU� DJULFXOWXUH� DQG� XUEDQ
HQWHUSULVHV��,QIRUPDO�DFWLYLWLHV�VHHP�WR�EH�H[SDQGLQJ��ZKLOH�IRUPDO�DFWLYLWLHV�IDFH�PDQ\
FRQVWUDLQWV��:ROGD\�$PKD��HW�DO��������

,Q�WKH�ORQJ�WHUP�WKH�WRS�SULRULW\�LV�SUREDEO\�HGXFDWLRQ�±�HVSHFLDOO\�SULPDU\�HGXFDWLRQ�EXW
DOVR�DGXOW�HGXFDWLRQ��7KH�DGXOW�LOOLWHUDF\�UDWH�LV����SHU�FHQW�IRU�PDOHV�DQG����SHU�FHQW�IRU
IHPDOHV��VHH�VHFWLRQ���EHORZ���7KH�GLVPDO�HGXFDWLRQDO�VWDWXV�RI� WKH�SRSXODWLRQ�LV�VWDUN
HYLGHQFH�RI�GHFDGHV�RI�QHJOHFW�� DQG�(WKLRSLD� LV� DOPRVW�XQLTXH� LQ� WKH�SRRU� OHYHO�RI� LWV
HGXFDWLRQDO�DWWDLQPHQW��6HQDLW�6H\RXP�DQG�$OHPD\HKX�6H\RXP��������

/RRNLQJ�DW�WKH�VWUXFWXUH�RI�SXEOLF�H[SHQGLWXUHV�ZH�REVHUYH�VRPH�LQWHUHVWLQJ�FKDQJHV�GXULQJ
WKH�����V��)LUVW��GHIHQFH�H[SHQGLWXUHV�IHOO�IURP�RYHU����SHU�FHQW�RI�UHFXUUHQW�H[SHQGLWXUHV
LQ�WKH�VHFRQG�KDOI�RI�WKH�����V�WR�DQ�DYHUDJH�RI�DERXW����SHU�FHQW�DIWHU�WKH�IDOO�RI�WKH�'HUJ
�7DEOH�����+RZHYHU��WKLV�VKDUH�LV�QRZ�JURZLQJ�DV�D�UHVXOW�RI�WKH�ZDU�ZLWK�(ULWUHD��*HQHUDO
DGPLQLVWUDWLRQ�DFFRXQWV�IRU�DQRWKHU����SHU�FHQW�RI�UHFXUUHQW�VSHQGLQJ��GRZQ�IURP����SHU
FHQW�LQ�WKH�����V���7KXV��DIWHU�GHIHQFH�VSHQGLQJ�DQG�JHQHUDO�DGPLQLVWUDWLRQ��KDOI�WKH�EXGJHW
LV�OHIW�IRU�GHYHORSPHQW�DQG�RWKHU�H[SHQGLWXUHV��$PRQJ�HFRQRPLF�VHUYLFHV��DJULFXOWXUH�DQG
ZDWHU�KDYH�LQFUHDVHG�WKHLU�VKDUH�RI�UHFXUUHQW�H[SHQGLWXUHV��WKLV�LV�D�SRVLWLYH�GHYHORSPHQW
IURP�WKH�SRYHUW\�SHUVSHFWLYH��7R�RSWLPL]H�WKH�SRYHUW\�LPSDFW�RI�WKH�DJULFXOWXUH�EXGJHW�
SULRULW\�VKRXOG�EH�JLYHQ�WR�IRRG�VHFXULW\�LQ�SRRU�UHJLRQV�UDWKHU�WKDQ�WR�FDVK�FURS�IDUPLQJ�
7KH�LQFUHDVH�LQ�WKH�VKDUH�RI�HGXFDWLRQ�DQG�KHDOWK�LQ�UHFXUUHQW�H[SHQGLWXUHV�LV�DOVR�D�SRVLWLYH
GHYHORSPHQW��:LWK�UHJDUG�WR�FDSLWDO�H[SHQGLWXUHV�WKHUH�KDV�EHHQ�D�VWURQJ�LQFUHDVH�LQ�WKH
VKDUH�RI�URDG�FRQVWUXFWLRQ�ZKLFK�LV�DQ�DSSURSULDWH�HPSKDVLV��VHH�VHFWLRQ�����,QYHVWPHQWV
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LQ� ERWK� HGXFDWLRQ� DQG� KHDOWK� DUH� JURZLQJ�� +RZHYHU�� WKH� UHGXFHG� HPSKDVLV� JLYHQ� WR
LQYHVWPHQW�VSHQGLQJ�LQ�DJULFXOWXUH�LV�ZRUU\LQJ��1HYHUWKHOHVV��PRVW�RI�WKH�FKDQJHV�LQ�WKH
VWUXFWXUH�RI�SXEOLF�VSHQGLQJ�DUH�LQ�WKH�ULJKW�GLUHFWLRQ��,Q�WKH�UHPDLQGHU�RI�WKH�SDSHU�ZH
GLVFXVV�LQ�PRUH�GHWDLO�ZKDW�FDQ�EH�VSHFLILFDOO\�GRQH�WR�PD[LPL]H�WKH�SRYHUW\�LPSDFW�RI�WKH
JRYHUQPHQW¶V�OLPLWHG�UHVRXUFHV�LQ�WKHVH�SULRULW\�VSHQGLQJ�DUHDV�

7DEOH����6KDUHV�RI�UHFXUUHQW�H[SHQGLWXUH�E\�IXQFWLRQDO�FODVVLILFDWLRQV����������������
�SHUFHQWDJHV�

������
�����

����� ����� ����� ����� ����� ����� �����

���$GPLQLVWUDWLYH�DQG�JHQHUDO
VHUYLFHV

���� ���� ���� ���� ���� ���� ���� ����

'HIHQFH ���� ���� ���� ���� ���� ���� ���� ����

2WKHUV ���� ���� ���� ���� ���� ���� ���� ����

���(FRQRPLF�VHUYLFHV ��� ��� ��� ��� ��� ���� ���� ����

$JULFXOWXUH�DQG�ZDWHU ��� ��� ��� ��� ��� ��� ��� ���

&RQVWUXFWLRQ ��� ��� ��� ��� ��� ��� ��� ���

2WKHUV ��� ��� ��� ��� ��� ��� ��� ���

���6RFLDO�VHUYLFHV ���� ���� ���� ���� ���� ���� ���� ����

(GXFDWLRQ ���� ���� ���� ���� ���� ���� ���� ����

+HDOWK ��� ��� ��� ��� ��� ��� ��� ���

2WKHUV ��� ��� ��� ��� ��� ��� ��� ���

���9DULRXV�H[SHQGLWXUHV ���� ���� ���� ���� ���� ���� ���� ����

3XEOLF�GHEW ���� ���� ���� ���� ���� ���� ���� ����

6XEVLG\ ��� ��� ��� ��� ��� ��� ��� ��

3HQVLRQ ��� ��� ��� ��� ��� ��� ��� ���

2WKHUV ��� ��� ��� ��� ��� ��� ��� ���

���([WHUQDO�DVVLVWDQFH ��� ���� ��� ��� ��� ��� ��� ��
6RXUFH��'DWD�IURP�WKH�0LQLVWU\�RI�(FRQRPLF�'HYHORSPHQW�DQG�&RRSHUDWLRQ
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7DEOH����&DSLWDO�H[SHQGLWXUH�E\�VHFWRU��������������������VKDUHV�

������
�����

����� ����� ����� ����� ����� �����

���(FRQRPLF�GHYHORSPHQW ���� ���� ���� ���� ���� ���� ����

$JULFXOWXUH ���� ���� ���� ���� ��� ���� ���

0LQLQJ ��� ��� ��� ��� ���

(QHUJ\ �� ��� ��� � ��� ���� ����

1DWXUDO�UHVRXUFHV�	�VHWWOHPHQW ���� �� ���� ���� ���� ���� ���

,QGXVWU\ ���� ���� ���� ��� ���� ���� ���

&RPPHUFH�	�WRXULVP ��� � ��� ���

5RDG�FRQVWUXFWLRQ ��� ��� ���� ���� ���� ���� ����

7UDQVSRUW�	�FRPPXQLFDWLRQ ��� ��� ��� ��� ��� ��� ����

)LQDQFLDO�DJHQFLHV � ��� ��� ��� � ���

&RQVWUXFWLRQ ��� ��� ��� �

���6RFLDO�GHYHORSPHQW ��� ��� �� �� ���� ���� ����

(GXFDWLRQ � � ��� ��� ��� ���� ���

+HDOWK ��� ��� ��� ��� ��� ��� ���

8UEDQ�GHY��	�KRXVLQJ ��� ��� ��� � ��� ��� ���

0DQSRZHU�GHYHORSPHQW �

6RFLDO�ZHOIDUH ��� ��� ��� ��� ��� ��� ���

&XOWXUH�	�VSRUWV ��� � ��� ��� ��� ��� ���

���*HQHUDO�VHUYLFHV � ��� ��� � ��� ��� ���

0DSSLQJ ��� ��� ��� ��� ���

6WDWLVWLFV ��� � ��� ��� ���

'HY��SURMHFWV�VWXG\ � � � � ���

6FLHQFH�	�WHFKQRORJ\ ��� ��� ��� ��� ���

3XEOLF�DGPLQLVWUDWLYH�EXLOGLQJ ��� � ��� � ���

2WKHUV ��� ��� ��� ��� ��� ��� ���

���&RPSHQVDWLRQ�SD\PHQWV ��� ��� ��� ��� ���
6RXUFH��'DWD�IURP�WKH�0LQLVWU\�RI�(FRQRPLF�'HYHORSPHQW�DQG�&RRSHUDWLRQ

���,QIUDVWUXFWXUH�IRU�SRYHUW\�UHGXFWLRQ

5XUDO�GHYHORSPHQW�LV�FUXFLDO�IRU�SRYHUW\�UHGXFWLRQ��EXW�LW�LV�RI�FRXUVH�FORVHO\�OLQNHG�WR�WKH
GHYHORSPHQW� RI� WKH� HQWLUH� HFRQRP\� DQG� LW� LV� WKHUHIRUH� IXWLOH� LI� PDFUR�HFRQRPLF
GLVHTXLOLEULXP�H[LVWV��7KXV�WKH�DFKLHYHPHQW�RI�PDFUR�HFRQRPLF�VWDELOLW\�RYHU���������KDV
EHHQ�ODUJHO\�SRVLWLYH�IRU�UXUDO�GHYHORSPHQW��$JULFXOWXUDO�GHYHORSPHQW�LV�FULWLFDO��QRW�RQO\
LQ�LPSURYLQJ�IRRG�VHFXULW\�DQG�SURYLGLQJ�D�VRXUFH�RI�FDVK�LQFRPH��EXW�DOVR�LQ�FUHDWLQJ�D
GHPDQG�IRU�WKH�VHUYLFHV�DQG�SURGXFWV�RI�WKH�QRQ�IDUP�UXUDO�HFRQRP\��7KH�WZR�VHFWRUV�DUH
WKXV�PXWXDOO\�VXSSRUWLQJ��(WKLRSLD
V�VPDOOKROGHUV�W\SLFDOO\�GLYHUVLI\�WKHLU�DFWLYLWLHV�LQ�RUGHU
WR�UHGXFH�WKHLU�GHSHQGHQFH�RQ�UDLQ�IHG�DJULFXOWXUH��7KHUHIRUH�WKH�ZHOIDUH�RI�WKH�UXUDO�SRRU
SDUWLDOO\�GHSHQGV�RQ�GHYHORSPHQW�RXWVLGH�WKH�DJULFXOWXUDO�VHFWRU��LQFOXGLQJ�WKH�JURZWK�RI
XUEDQ�LQFRPH�RSSRUWXQLWLHV�DQG�WKH�DVVRFLDWHG�UHPLWWDQFHV�EDFN�WR�UXUDO�DUHDV�
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5RDGV

5RDGV�VKRXOG�EH�D�KLJK�SULRULW\�LQ�D�SRYHUW\�RULHQWHG�GHYHORSPHQW�SURJUDPPH��:LWKRXW
DFFHVV�WR�WKH�UHVW�RI�WKH�HFRQRP\�UXUDO�FRPPXQLWLHV�ZLOO�EH�XQDEOH�WR�VHOO�WKHLU�SURGXFH�RU
WKH\�ZLOO�UHFHLYH�ORZ�SULFHV�EHFDXVH�RI�KLJK�WUDQVSRUW�DQG�PDUNHWLQJ�FRVWV��)HHGHU�URDGV�DUH
SDUWLFXODUO\� LPSRUWDQW� LQ� WKLV� FRQWH[W�� *RRG� UXUDO� URDGV� KDYH� D� VLJQLILFDQW� LPSDFW� RQ
DJULFXOWXUDO� RXWSXW�� SRVVLEO\� JUHDWHU� WKDQ� WKDW� RI� SURGXFHU� SULFHV�� *RRG� WUDQVSRUW
LQIUDVWUXFWXUH� LV� DOVR� D� SUHUHTXLVLWH� IRU� WKH� SURYLVLRQ� RI� EDQNLQJ� IDFLOLWLHV� DQG� RWKHU
VXSSRUWLQJ�FRPPHUFLDO�LQIUDVWUXFWXUH�LQ�UXUDO�DUHDV�

$�PDMRU�SROLF\�TXHVWLRQ�LV�ZKHWKHU�URDG�FRQVWUXFWLRQ�DQG�PDLQWHQDQFH�FDQ�EH�ORFDOO\�EDVHG
WKHUHE\�JHQHUDWLQJ�PXFK�QHHGHG�RII�IDUP�HPSOR\PHQW��5RDG�PDLQWHQDQFH�UHTXLUHV�PRUH
RUJDQL]DWLRQDO�VNLOOV�WKDQ�URDG�FRQVWUXFWLRQ��)RU�PDQ\�UHDVRQV�LW�LV�GHVLUDEOH�WR�GHFHQWUDOL]H
VXFK� DFWLYLWLHV�� IRU� H[DPSOH� PDLQWHQDQFH� QHHGV� WR� EH� FORVHO\� VXSHUYLVHG� DQG� ORFDO
DXWKRULWLHV�DUH�EHWWHU�DW�WKLV�WKDQ�FHQWUDO�DXWKRULWLHV��/RFDO�FRPPXQLWLHV�VKRXOG�DOVR�KDYH
D�VD\�LQ�GHFLVLRQV�RQ�ORFDO�URDG�LQYHVWPHQWV��$VLDQ�H[SHULHQFHV�VXJJHVW�WKDW�WKLV�LQFUHDVHV
WKH� XWLOL]DWLRQ� RI� ORFDO� UHVRXUFHV� DQG� LPSURYHV� WKH� VXSHUYLVLRQ� RI� FRQVWUXFWLRQ� DQG
PDLQWHQDQFH��7KH�DFWXDO�FRQVWUXFWLRQ�DQG�PDLQWHQDQFH�FDQ�EH�FRQWUDFWHG�RXW�WR�SULYDWH
ILUPV� WKHUHE\� VWLPXODWLQJ� SULYDWH�VHFWRU� GHYHORSPHQW� ±� D� FULWLFDO� REMHFWLYH� LQ�$IULFD¶V
WUDQVLWLRQ�HFRQRPLHV��%XW�GHFHQWUDOL]DWLRQ�UHTXLUHV�HIIHFWLYH�LQVWLWXWLRQDO�VWUXFWXUHV�LQ�WKH
UHJLRQV��7KLV�LV�D�PDMRU�SUREOHP�LQ�(WKLRSLD�DV�LQ�RWKHU�UHFRQVWUXFWLQJ�HFRQRPLHV��VXFK�DV
*XLQHD�%LVVDX�DQG�0R]DPELTXH���PRVW�RI�WKH�VNLOOHG�DGPLQLVWUDWRUV�DUH�HQJDJHG�LQ�FHQWUDO
JRYHUQPHQW�ZKLOH�ORFDO�DXWKRULWLHV�DUH�VKRUW�RI�VNLOOV�

:DWHU��IXHO�DQG�HOHFWULFLW\

7KH� JHQGHU� GLPHQVLRQV� RI� SRYHUW\� DUH� LPSRUWDQW�� +DGHUD� 7HVID\� ������� ��� QRWHV�� IRU
H[DPSOH��WKDW�ZRPHQ�ZRUN�GRXEOH�WKH�KRXUV�RI�PHQ�±�DQG�PRUH�WKDQ�GRXEOH�LQ�WKH�SHDN
VHDVRQ��7KH\�IHWFK�ZDWHU�DQG�FROOHFW�IXHO�ZRRG��FRRN��FOHDQ��DQG�WDNH�FDUH�RI�FKLOGUHQ�LQ
DGGLWLRQ�WR�WKH�WLPH�WKH\�VSHQG�LQ�GLUHFW�SURGXFWLRQ��,Q�VRPH�DUHDV�D�URXQG�WULS�WR�FROOHFW
ZDWHU�PD\�WDNH�XS�WR�VL[�KRXUV�DQG�WR�IHWFK�ZRRG�HLJKW�KRXUV��:RPHQ�XQGHUWDNH�������SHU
FHQW�RI�DJULFXOWXUDO�ODERXU��2QH�LPSRUWDQW�PHDVXUH�WR�HDVH�WKH�ZRUNORDG�RI�ZRPHQ�LV�WR
HVWDEOLVK�D�ZDWHU�VXSSO\�FORVH�WR�WKH�FRPPXQLW\��7KLV�ZLOO�DOVR�HDVH�WKH�ZRUNORDG�RI�JLUOV
LQ�WKH�KRXVHKROG�DQG�IUHH�XS�WLPH�VR�WKDW�WKH\�FDQ�DWWHQG�VFKRRO��7KH�HOHFWULILFDWLRQ�RI
(WKLRSLD�KDV�EDUHO\�EHJXQ��DQG�SUREDEO\�RQO\���SHU�FHQW�RI�WKH�UXUDO�SRSXODWLRQ�KDV�DFFHVV�
(OHFWULILFDWLRQ�REYLRXVO\�LV�HVVHQWLDO�WR�WKH�FUHDWLRQ�RI�D�PRUH�GLYHUVLILHG�UXUDO�HFRQRP\�
DQG�WKH�GHYHORSPHQW�RI�QHZ�HPSOR\PHQW�VRXUFHV�

&UHGLW

&UHGLW�SURJUDPPHV�IRU�VPDOOKROGHUV�DQG�XUEDQ�DQG�UXUDO�PLFUR�HQWUHSUHQHXUV�PD\�KDYH�DQ
LPSRUWDQW�UROH�WR�SOD\��DOWKRXJK�H[SHULHQFHV�ZLWK�DJULFXOWXUDO�FUHGLW�LQ�66$�KDYH�QRW�EHHQ
SDUWLFXODUO\�HQFRXUDJLQJ�±�VR�IDU��7KH�PRVW�IHDVLEOH�RSWLRQ�PD\�EH�VHDVRQDO�FUHGLW��WKDW�LV
DOVR�ZKDW�LV�PRVW�LPPHGLDWHO\�QHHGHG��/RQJHU�WHUP�ORDQV�UHTXLUH�FROODWHUDO��DQG�VLQFH�ODQG
UHPDLQV�VWDWH�RZQHG�LQ�(WKLRSLD��PRVW�VPDOOKROGHUV�ODFN�HQRXJK�DVVHWV�WR�ERUURZ��6RPH
LQVWLWXWLRQV�DUH�OHQGLQJ�PRQH\�RQ�WKH�EDVLV�RI�RWKHU�W\SHV�RI�EXVLQHVV�DVVHVVPHQWV��1*2V
DUH�DWWHPSWLQJ�WR�VHW�XS�PLFUR�ILQDQFH�VFKHPHV��81'3�KDV�D�VSHFLDO�SURJUDPPH�RI�VXSSRUW
WR�DJULFXOWXUDO�GHYHORSPHQW��LQFOXGLQJ�D�IXQG�WR�GHOLYHU�FUHGLW�VHUYLFHV�SDUWLFXODUO\�WR�SRRU
ZRPHQ�LQ�WKH�UHJLRQV��/RDQV�WR�ZRPHQ�DUH�W\SLFDOO\�SURYLGHG�IRU�LQYHVWPHQWV�LQ�GDLU\
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IDUPV�DQG�WKH�UHDULQJ�RI�JRDWV��VKHHS�DQG�SRXOWU\��:RPHQ�EHQHILFLDULHV�DUH�DOVR�JLYHQ
WUDLQLQJ�LQ�EHH�NHHSLQJ��QXWULWLRQ�DQG�LPSURYHG�WHFKQRORJLHV��+DGHUD�7HVID\�����������

$FFRUGLQJ�WR�WKH������VXUYH\�RI�FRWWDJH�KDQGLFUDIW�PDQXIDFWXULQJ�LQGXVWULHV�FRQGXFWHG�E\
WKH�&HQWUDO�6WDWLVWLFDO�$XWKRULW\��DERXW�����PLOOLRQ�SHRSOH�DUH�HQJDJHG�LQ�WKH�VHFWRU�±�ZLWK
DERXW����SHU�FHQW�LQ�UXUDO�DUHDV���$ERXW����SHU�FHQW�RI�PLFUR�HQWUHSUHQHXUV�DUH�IHPDOH�
$JDLQ�WKHUH�LV�D�QHHG�IRU�PLFUR�FUHGLW�VXSSRUW�WR�ZRPHQ��6LQFH�WKH�PDMRULW\�RI�(WKLRSLDQ
ZRPHQ�KDYH�QR�IRUPDO�HGXFDWLRQ��WKH\�W\SLFDOO\�HQJDJH�LQ�LQIRUPDO�VHFWRU�DFWLYLWLHV�VXFK
DV�SHWW\�WUDGLQJ�DQG�IRRG�SUHSDUDWLRQ�ZKLFK�WKH\�FDQ�VWDUW�ZLWK�OLPLWHG�FDSLWDO�RU�VNLOOV�DQG
DW�WKH�VDPH�WLPH�FRPELQH�ZLWK�WKHLU�IDPLO\�REOLJDWLRQV�

([WHQVLRQ�VHUYLFHV�DQG�LQSXW�VXSSOLHV�LQ�DJULFXOWXUH

7HDFKLQJ�LPSURYHG�FXOWLYDWLRQ�PHWKRGV�LV�LPSRUWDQW�WR�UDLVLQJ�(WKLRSLD¶V�JHQHUDOO\�ORZ
DJULFXOWXUDO� SURGXFWLYLW\��6R� IDU� H[WHQVLRQ� VHUYLFHV� DUH� SURYLGHG� WR� RQO\� D�PLQRULW\� RI
IDUPHUV��WKH�*URXS�RI�������D�-DSDQHVH�1*2��SOD\V�D�ODUJH�UROH��1*2V�FDQQRW�VXEVWLWXWH
IRU�DQ�HIIHFWLYH�VWDWH�DQG�WKH�JRYHUQPHQW�LV�ZDU\�RI�XVLQJ�1*2V��%XW�JLYHQ�WKH�ODFN�RI�VWDWH
UHVRXUFHV��DQG�JLYHQ�WKH�KLJK�SURILOH�RI�1*2V�LQ�(WKLRSLD��WKHUH�PD\�EH�JDLQV�WR�EH�KDG
IURP�PRUH�FROODERUDWLRQ��7KHUH�KDV�EHHQ�VRPH�SRVLWLYH�PRYHPHQW� LQ�WKLV�GLUHFWLRQ�� LQ
0DUFK������D�FRGH�RI�FRQGXFW�ZDV�DJUHHG�XSRQ�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�1*2V�RI
(WKLRSLD�

7KH�VXSSO\�RI�IHUWLOL]HUV�KDV�LPSURYHG�VRPHZKDW��EXW�RQO\�D�PLQRULW\�RI�IDUPHUV�DSSO\�LW�
$�PRUH� H[WHQVLYH� DQG� PRUH� HIIHFWLYH� VXSSO\� QHWZRUN� LV� XUJHQWO\� QHHGHG�� 6R� IDU� FR�
RSHUDWLYHV�DQG�VWDWH�DJHQFLHV�KDYH�EHHQ�GHHSO\�LQYROYHG�LQ�WKLV��EXW�WKH�JRYHUQPHQW�GRHV
QRW�KDYH�WKH�ILQDQFLDO�RU�DGPLQLVWUDWLYH�FDSDFLW\�WR�PDQDJH�D�QDWLRQ�ZLGH�V\VWHP��,Q�IXWXUH
WKH�SULYDWH�VHFWRU�ZLOO�QHHG�WR�SOD\�D�JUHDWHU�UROH�DQG�SULYDWH�DJHQWV�VKRXOG�EH�DVVLVWHG�E\
WKH� JRYHUQPHQW� DQG� GRQRUV� WKURXJK� WUDLQLQJ� DQG� RWKHU�PHDVXUHV��$� EHWWHU� V\VWHP� IRU
VXSSO\LQJ�LPSURYHG�VHHGV�WR�VPDOOKROGHUV�VKRXOG�DOVR�EH�GHYHORSHG��,Q�VXPPDU\��WKHUH�LV
PXFK�VWLOO�WR�EH�GRQH�WR�LPSURYH�WKH�SURGXFWLYLW\�RI�(WKLRSLD
V�VPDOOKROGHUV��DQG�WR�DFKLHYH
IRRG�VHFXULW\�

����+XPDQ�FDSLWDO�GHYHORSPHQW

,W�LV�JHQHUDOO\�EHOLHYHG�WKDW�LQYHVWPHQW�LQ�HGXFDWLRQ�LV�D�SUHUHTXLVLWH�IRU�LQFUHDVHG�HFRQRPLF
JURZWK��+RZHYHU��WKH�SLFWXUH�LV�PRUH�FRPSOH[��PDQ\�OHVV�GHYHORSHG�FRXQWULHV�KDYH�JURZQ
IDVW� ZLWKRXW� PXFK� LQYHVWPHQW� LQ� HGXFDWLRQ�� ZKLOH� RWKHUV� WKDW� KDYH� PDGH� VXEVWDQWLDO
LQYHVWPHQW� KDYH� VHHQ� OLPLWHG� SURJUHVV�� )RU� H[DPSOH�� LQ� WKH� FDVH� RI�.HQ\D�� UHWXUQV� WR
SULPDU\�HGXFDWLRQ�KDYH�IDOOHQ�WR�YHU\�ORZ�OHYHOV�RYHU�WKH�ODVW�GHFDGHV��$SSOHWRQ��HW�DO�
�������(VWLPDWHV�RI�0LQFHULDQ�UHWXUQV�WR�SULPDU\�HGXFDWLRQ�LQ�(WKLRSLD�\LHOG�UHWXUQV�RI�RQO\
����SHU�FHQW�LQ�D�VWDWH�ILUP�DQG�D�QHJDWLYH�UHWXUQ�LQ�D�SULYDWH�ILUP��:ROGD\�$PKD��������
ZKLOH�%LJVWHQ�DQG�0DNRQQHQ��������ILQG�WKH�XUEDQ�UDWH�RI�UHWXUQ�WR�SULPDU\�HGXFDWLRQ�WR
EH�����SHU�FHQW��0RUHRYHU��LW�LV�QRW�FOHDU�WKDW�HGXFDWLRQ�DOZD\V�UDLVHV�IDUP�SURGXFWLYLW\�LQ
$IULFD��%LJVWHQ�DQG�.D\L]]L�0XJHUZD��������

������������������������������������������������
��,/2�HVWLPDWHV�WKDW�EHWZHHQ�����DQG�����PLOOLRQ�SHRSOH�GHSHQG�RQ�XUEDQ�LQIRUPDO�VHFWRU
HPSOR\PHQW�IRU�WKHLU�PDLQ�VRXUFH�RI�OLYHOLKRRG��:RPHQ�PDNH�XS����SHU�FHQW�RI�WKH�XUEDQ
LQIRUPDO�ZRUN�IRUFH��DQG�������SHU�FHQW�RI�RSHUDWRUV�
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7KH�TXHVWLRQ�WKHUHIRUH�LV�ZK\�UHWXUQV�WR�SULPDU\�HGXFDWLRQ�DUH�VR�ORZ��7KH�DQVZHU�OLHV�RQ
HLWKHU�WKH�GHPDQG�VLGH�RU�WKH�VXSSO\�VLGH��,Q�WKH�.HQ\DQ�FDVH�LW�VHHPV�WKDW�GHPDQG�KDV�QRW
NHSW�XS�ZLWK�WKH�LQFUHDVH�LQ�VXSSO\��DQG�WKLV�KDV�GULYHQ�GRZQ�UHWXUQV��,W�WKXV�VHHPV�REYLRXV
WKDW�E\�LWVHOI�HGXFDWLRQ�LV�QRW�VXIILFLHQW� WR�JHQHUDWH�JURZWK�� LI�RWKHU�FRQGLWLRQV�DUH�QRW
FRQGXFLYH�WR�JURZWK��7KXV�ZKLOH�HGXFDWLRQ�LV�LPSRUWDQW�IRU�JURZWK��LW�ZLOO�QRW�\LHOG�KLJK
UHWXUQV�XQOHVV�FRPSOHPHQWHG�E\�RWKHU�IDFWRUV��,Q�WKH�FDVH�RI�(WKLRSLD�WKH�OHYHO�RI�DGXOW
LOOLWHUDF\� LV� H[WUHPHO\� KLJK� ���� SHU� FHQW� IRU� PDOHV� DQG� ��� SHU� FHQW� IRU� IHPDOHV�� DQG
HQUROPHQW�UDWHV�DUH�ORZ��VR�RQH�ZRXOG�DVVXPH�WKDW�WKHUH�KDV�QRW�EHHQ�D�GURS�LQ�UHWXUQV�WR
HGXFDWLRQ�FRPSDUDEOH�WR�WKH�.HQ\DQ�GHFOLQH��7KH�VHFRQG�H[SODQDWLRQ�KDV�WR�GR�ZLWK�WKH
HGXFDWLRQ�V\VWHP�LWVHOI��,W�LV�D�JHQHUDO�SHUFHSWLRQ�WKDW�WKH�TXDOLW\�RI�HGXFDWLRQ�KDV�JRQH
GRZQ�GXH�WR�WKH�ODFN�RI�UHVRXUFHV�IRU�HGXFDWLRQ��7KH�FRQIOLFWV�WKDW�KDYH�UDYDJHG�(WKLRSLD
KDYH�DOVR�FRQWULEXWHG�WR�WKH�GHFOLQH�LQ�TXDOLW\��,W�PD\�DOVR�EH�WKH�FDVH�WKDW� WKH�W\SH�RI
HGXFDWLRQ�WKDW�LV�SURYLGHG�LV�LQDSSURSULDWH�IRU�ILQGLQJ�HPSOR\PHQW��:ROGD\�$PKD��������

7KHUH�LV�DQ�XUJHQW�QHHG�WR�LPSURYH�WKH�HGXFDWLRQ�RI�JLUOV��7KH�HQUROPHQW�UDWH�RI�JLUOV�KDV
LQFUHDVHG�LQ�(WKLRSLD��EXW�LW�LV�VWLOO�ORZHU�WKDQ�WKDW�IRU�ER\V��7KXV�WKH�VKDUHV�RI�JLUOV�DUH�����
SHU� FHQW�� ����� SHU� FHQW�� ����� SHU� FHQW�� DQG� ��� SHU� FHQW� UHVSHFWLYHO\� LQ� SULPDU\�� MXQLRU
VHFRQGDU\��VHQLRU�VHFRQGDU\�DQG�KLJKHU�HGXFDWLRQ��7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�WKH�ORZ
HGXFDWLRQDO� DWWDLQPHQW� RI� JLUOV�� ,Q� UXUDO� DUHDV�� SDUHQWV� DUH� XQFRPIRUWDEOH� DERXW� WKHLU
GDXJKWHUV¶�VHFXULW\�LI�WKH\�KDYH�WR�WUDYHO�ORQJ�GLVWDQFHV�DQG�WKLV�UHGXFHV�HQUROPHQW�DQG
DWWHQGDQFH�VXEVWDQWLDOO\��6LQFH�JLUOV�DUH�RIWHQ�LQYROYHG�LQ�KRXVHKROG�GXWLHV���VXFK�DV�FDULQJ
IRU�\RXQJHU�VLEOLQJV��IRRG�SUHSDUDWLRQ��IHWFKLQJ�ZDWHU��FROOHFWLQJ�ILUHZRRG���WKH\�DUH�OHVV
OLNHO\�WR�DWWHQG�VFKRROV�DV�WKH�RSSRUWXQLW\�FRVW�WR�WKH�IDPLO\�LV�WRR�KLJK��0DQ\�KRXVHKROGV�
SDUWLFXODUO\�LQ�UXUDO�DUHDV��JLYH�SULRULW\�WR�WKH�IXWXUH�UROH�RI�JLUOV�DV�PRWKHUV�DQG�ZLYHV�DQG
IRUPDO�VFKRROLQJ�LV�VHHQ�DV�ODUJHO\�XQLPSRUWDQW�WR�WKHVH�UROHV��7KLV�KDV�D�QHJDWLYH�LQIOXHQFH
RQ� SHUVLVWHQFH� DQG� SHUIRUPDQFH� RQFH� WKH� JLUOV� DUH� LQ� VFKRRO�� )LQDOO\�� WKH� FKDUDFWHU� RI
HGXFDWLRQ�SURYLGHG�LV�DOVR�LPSRUWDQW��,W�KDV�EHHQ�VKRZQ��IRU�H[DPSOH��WKDW�JLUOV�GR�EHWWHU
DQG�VWD\�ORQJHU�LQ�VFKRROV�LI�ZRPHQ�WHDFK�WKHP�

7KH�FRYHUDJH�RI�WKH�UHJXODU�HGXFDWLRQDO�V\VWHP�LQ�(WKLRSLD�LV�WKXV�H[WUHPHO\�SRRU�DQG��DV
ZH�KDYH�QRWHG��WKH�EXGJHWDU\�UHVRXUFHV�RI�WKH�JRYHUQPHQW�DUH�YHU\�OLPLWHG��7KHUHIRUH�VRPH
RUJDQL]DWLRQV�KDYH�VWDUWHG�H[SHULPHQWLQJ�ZLWK�DOWHUQDWLYH�IRUPV�RI�HGXFDWLRQ��$FWLRQ�$LG¶V
$&&(66��$SSURSULDWH�&RVW�HIIHFWLYH�&HQWUHV�IRU�(GXFDWLRQ�ZLWKLQ�WKH�6FKRRO�6\VWHP�
SURJUDPPH�SURYLGHV�D�URXWH�LQWR�WKH�IRUPDO�V\VWHP�IRU�FKLOGUHQ�±�HVSHFLDOO\�IRU�JLUOV���DQG
WKXV�VXSSRUWV�WKH�UHJXODU�V\VWHP�RI�HGXFDWLRQ��$KPHG�$OL���������,W�IRFXVHV�RQ�WKH�ORZHU
JUDGHV�����DQG�WKH�WHDFKLQJ�PHWKRGRORJ\�LV�VLPSOH�±�WKH�WHDFKHUV�DUH�FDOOHG�IDFLOLWDWRUV��
DV�DUH�WKH�SK\VLFDO�IDFLOLWLHV��7KH�SURMHFWV�DUH�SLORWV�DQG�DUH�RI�D�OLPLWHG�VFDOH��EXW�$&&(66
LV�LQWHQGHG�WR�EHFRPH�SDUW�RI�IXWXUH�FRPPXQLW\�DFWLYLWLHV�DQG�WKH�DSSURDFK�PD\�SURYLGH
WKH� EHVW� DYDLODEOH� VKRUW� FXW� WR� H[SDQGLQJ� WKH� FRXQWU\¶V� RWKHUZLVH� GLVPDO� HGXFDWLRQDO
FRYHUDJH�

,W�ZLOO�WDNH�D�FRQVLGHUDEOH�WLPH�EHIRUH�WKH�EXON�RI�WKH�SRSXODWLRQ�KDV�D�EDVLF�HGXFDWLRQ��7KLV
PHDQV�WKDW�GHYHORSPHQW�VWUDWHJLHV�ZKLFK�UHTXLUH�HGXFDWHG�ODERXU��VXFK�DV�JURZWK�WKURXJK
PDQXIDFWXULQJ�ODERXU�LQWHQVLYH�H[SRUWV��ZLOO�QRW�EH�YLDEOH�LQ�WKH�VKRUW�UXQ��)RU�WKH�WLPH
EHLQJ��GHYHORSPHQW�VWUDWHJ\�PXVW�HPSKDVL]H�WKH�HPSOR\PHQW�RI�WKRVH�ZLWKRXW�HGXFDWLRQ�
,Q�WKH�FDVH�RI�(WKLRSLD�WKLV�PD\�UHTXLUH�D�IRFXV�RQ�IRRG�SURGXFWLRQ��VLQFH�JUDLQ�DQG�RWKHU
IRRGV�FDQ�EH�SURGXFHG�ZLWK�D�UHDVRQDEOH�GHJUHH�RI�HIILFLHQF\�E\�WKH�SRRUO\�HGXFDWHG�



��

1HYHUWKHOHVV��IRU�ORQJ�WHUP�JURZWK���DQG�WKXV�ORQJ�WHUP�SRYHUW\�UHGXFWLRQ���LW�LV�KDUG�WR
HQYLVDJH� DQ\WKLQJ�PRUH� LPSRUWDQW� WKDQ� HGXFDWLRQ�� ,W� ZLOO� FHUWDLQO\� QRW� EH� SRVVLEOH� WR
DFKLHYH� D� EURDG� EDVHG� DQG� VXVWDLQDEOH� JURZWK� SURFHVV� ZLWK� DQ� HVVHQWLDOO\� LOOLWHUDWH
SRSXODWLRQ��7KH�(GXFDWLRQ�DQG�7UDLQLQJ�3ROLF\�RI������DLPHG�WR�UHVWUXFWXUH�DQG�H[SDQG�WKH
HGXFDWLRQ�V\VWHP��PDNH�LW�PRUH�UHOHYDQW�WR�WKH�SUHVHQW�DQG�IXWXUH�QHHGV�RI�VRFLHW\��DQG
DFKLHYH�WKH�WDUJHW�IRU�XQLYHUVDO�SULPDU\�HGXFDWLRQ�E\�WKH�\HDU��������+DGHUD�7HVID\�������
�����7KHVH� DUH�ZRUWK\�JRDOV�EXW� WR� DFKLHYH� WKHP�ZLOO� UHTXLUH� ODUJHU� EXGJHWV� IRU� EDVLF
HGXFDWLRQ�DQG�JUHDWHU�FRPPXQLW\�SDUWLFLSDWLRQ�WKURXJK�SURJUDPPHV�VXFK�DV�$&&(66�

+HDOWK

7KH�KHDOWK�VWDWXV�RI�(WKLRSLDQV�LV�ORZ��DOWKRXJK�WKHUH�KDV�EHHQ�VRPH�LPSURYHPHQW�LQ�WKH
����V��LQIDQW�PRUWDOLW\�ZDV�����SHU�WKRXVDQG�LQ�������EXW�IHOO�WR�����LQ�������8QGHU�ILYH
PRUWDOLW\�IHOO�IURP�����WR�����RYHU�WKH�VDPH�SHULRG��:RUOG�%DQN���������/LIH�H[SHFWDQF\
DW�ELUWK�LQFUHDVHG�IURP������WR�������ZKLFK�LV�LQ�FRQWUDVW�ZLWK�VRPH�RWKHU�$IULFDQ�FRXQWULHV
ZKHUH� OLIH� H[SHFWDQF\�KDV� WXUQHG�GRZQ�DJDLQ� LQ� WKH� ODVW� IHZ�\HDUV��6WLOO�� WKH� QHHG� IRU
LPSURYHPHQW� UHPDLQV� YDVW�� 0RUHRYHU�� VRPH� ���� PLOOLRQ� (WKLRSLDQV� QRZ� VXIIHU� IURP
+,9�$,'6� �+DGHUD�7HVID\�� ��������� DQG� WKH� SUHYDOHQFH� DPRQJ� SUHJQDQW�ZRPHQ� KDV
UHDFKHG����SHU�FHQW��7KLV�LV�JRLQJ�WR�VWUDLQ�WKH�KHDOWK�FDUH�V\VWHP�HYHQ�IXUWKHU�

3HU�FDSLWD�H[SHQGLWXUH�RQ�KHDOWK�VHUYLFHV�LV�DPRQJ�WKH�ORZHVW�LQ�WKH�ZRUOG��RYHU�WKH�����V
LW�DYHUDJHG������SHU�\HDU�SHU�FDSLWD��&OLQLFV�DUH�IHZ�DQG�PDQ\�SHRSOH�KDYH�WR�WUDYHO�IDU�WR
XVH�WKHP�±�WKXV�UDLVLQJ�WKH�RSSRUWXQLW\�FRVWV�WR�KRXVHKROGV�RI�VHHNLQJ�PHGLFDO�KHOS�±�DQG
WKH\�RIWHQ�ODFN�GUXJV�DQG�HTXLSPHQW��$�VXUYH\�GRQH�LQ������VKRZHG�WKDW�PRUH�WKDQ�D
TXDUWHU�RI�WKH�UXUDO�KHDOWK�IDFLOLWLHV�ODFNHG�D�UHIULJHUDWRU�DQG�PRUH�WKDQ����SHU�FHQW�RI�WKH
IDFLOLWLHV�ZHUH�PLVVLQJ����SHU�FHQW�RU�PRUH�HVVHQWLDO�GUXJV��&ROOLHU��HW�DO�����������

*LYHQ�WKH�UHVRXUFH�FRQVWUDLQW��YHU\�FDUHIXO�FKRLFHV�PXVW�EH�PDGH��7KH�JRYHUQPHQW�KDV
IRFXVHG�RQ�WKH�VHULRXV�ODFN�RI�SULPDU\�KHDOWK�IDFLOLWLHV�DQG�LWV�VWUDWHJ\�LV�WR�LQYHVW�LQ�QHZ
IDFLOLWLHV��WKH�SODQV�VXJJHVW�GRXEOLQJ�WKH�QXPEHU�RI�IDFLOLWLHV��&RQVHTXHQWO\��WKH�FDSLWDO
EXGJHW�IRU�KHDOWK�KDV�EHHQ�LQFUHDVHG��EXW�WKLV�KDV�EHHQ�GRQH�DW�WKH�H[SHQVH�RI�WKH�QRQ�VDODU\
UHFXUUHQW�EXGJHW��ZKLFK�KDV�EHHQ�VHULRXVO\�VTXHH]HG��7KH�TXDOLW\�RI�VHUYLFH��DOUHDG\�DPRQJ
WKH�ORZHVW�LQ�66$��GRHV�QRW�WKHUHIRUH�VKRZ�PXFK�LPSURYHPHQW�

7KH�VWXG\�E\�&ROOLHU��HW�DO��������XVHV�D�ODUJH�VFDOH�VXUYH\�RI�UXUDO�KRXVHKROGV�WR�DQDO\VH
WKHLU�EHKDYLRXU�LQ�WKH�DUHD�RI�KHDOWK�VHUYLFHV�� WKH\�ILQG�WKDW�KRXVHKROG�XVDJH�RI�KHDOWK
IDFLOLWLHV� LV�PXFK�PRUH� VHQVLWLYH� WR� WKHLU� TXDOLW\� WKDQ� WKH� KRXVHKROG¶V� GLVWDQFH� WR� WKH
IDFLOLWLHV��7KH\�GUDZ�WKH�SROLF\�FRQFOXVLRQ�WKDW�LW�ZRXOG�EH�PXFK�PRUH�FRVW�HIIHFWLYH�WR
UDLVH�WKH�TXDOLW\�RI�H[LVWLQJ�IDFLOLWLHV�WKDQ�WR�FRQWLQXH�ZLWK�WKH�EXLOGLQJ�SURJUDPPH��,QGHHG�
WKH\�DUJXH�WKDW�WKH�VDPH�HIIHFW�LQ�WHUPV�RI�KRXVHKROG�KHDOWK�FRXOG�EH�DFKLHYHG�DW�D�ILIWK�RI
WKH�SULFH�RI�WKH�EXLOGLQJ�RSWLRQ��7KHUH�ZRXOG�DOVR�EH�RWKHU�KHDOWK�EHQHILWV�RI�LPSURYHG
TXDOLW\�DSDUW�IURP�WKH�DFWXDO�LQFUHDVH�LQ�XVDJH�

7KH�FKRLFH�KHUH�LV�WKXV�EHWZHHQ�FDSLWDO�H[SHQGLWXUHV�DQG�UHFXUUHQW�H[SHQGLWXUHV��+RZHYHU�
WKH�0LQLVWU\�RI�'HYHORSPHQW�DQG�(FRQRPLF�&RRSHUDWLRQ�FRQWUROV�WKH�IRUPHU��ZKLOH�WKH
0LQLVWU\�RI�+HDOWK�FRQWUROV�UHFXUUHQW�H[SHQGLWXUHV�RQ�KHDOWK��0DNLQJ�WKH�WUDGH�RII��DQG
VHWWLQJ� SULRULWLHV�� LV� WKHUHIRUH� QRW� VWUDLJKWIRUZDUG��0RUHRYHU�� GRQRUV� SUHIHU� WR� ILQDQFH
IDFLOLWLHV�DQG�DUJXH�WKDW�WKH�JRYHUQPHQW�VKRXOG�ILQDQFH�UHFXUUHQW�FRVWV��$�ELDV�WRZDUGV
H[SDQGLQJ�WKH�QXPEHU�RI�IDFLOLWLHV�WKHUHIRUH�H[LVWV�DQG�WKLV�PD\�DJJUDYDWH�WKH�SUREOHP�RI
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ODFN�RI�IXQGLQJ�IRU�UHFXUUHQW�FRVWV�E\�H[WHQGLQJ�WKH�V\VWHP�ZLWKRXW�LQFUHDVLQJ�WKH�IXQGV�RI
WKH�0LQLVWU\�RI�+HDOWK�

2QH�SRWHQWLDO�ZD\�WR�LQFUHDVH�XVDJH�LV�WR�LQWURGXFH�XVHU�IHHV��WKH�UHYHQXH�IURP�ZKLFK�LV
WKHQ� DOORFDWHG� WR� LQFUHDVH� TXDOLW\� RI� VHUYLFH�� 7KLV� PD\� ZHOO� EH� SRVVLEOH�� EXW� PDQ\
KRXVHKROGV�ZRXOG�REYLRXVO\�ILQG�LW�KDUG�WR�SD\�DQG�XVHU�IHHV��LI�LQWURGXFHG��ZRXOG�QHHG
VRPH�DGPLQLVWUDWLYH�V\VWHP�WR�H[FOXGH�WKH�YHU\�SRRUHVW�IURP�REOLJDWLRQ�WR�SD\��+RZHYHU�
KHUH�ZH�UXQ�LQWR�WKH�XVXDO�LQVWLWXWLRQDO�SUREOHPV�DV�ZHOO�DV�WKH�SUREOHP�RI�(WKLRSLD¶V�ZHDN
LQVWLWXWLRQDO�FDSDFLW\�WR�PDNH�VXFK�D�V\VWHP�ZRUN�HIIHFWLYHO\��8VHU�FKDUJHV�DUH�WKHUHIRUH
QR�SDQDFHD�IRU�WKH�TXDOLW\�SUREOHP�

����6RFLDO�VDIHW\�QHWV�DQG�WDUJHWLQJ

7ZR�W\SHV�RI�VDIHW\�QHWV�DUH�UHTXLUHG��)LUVW��GHVWLWXWH�SHRSOH�QHHG�ORQJ�WHUP�VXSSRUW��ZKLOH
RWKHU�FDWHJRULHV�QHHG�VXSSRUW�ZKHQ�WKH\�DUH�H[SRVHG�WR�QHJDWLYH�VKRFNV��6LQFH�WKH�QXPEHU
RI�FKURQLFDOO\�SRRU�SHRSOH�LQ�(WKLRSLD�LV�KXJH��LW�LV�GLIILFXOW�WR�HQYLVDJH�D�V\VWHP�RI�JHQHUDO
LQGLYLGXDO�WUDQVIHUV�WKDW�FDQ�HIIHFWLYHO\�KHOS�WKLV�JURXS��0RUHRYHU��PDQ\�RI�WKH�KDUGFRUH
SRRU�DUH�ODUJHO\�VXEVLVWHQFH�IDUPHUV��ZKLFK�PHDQV�WKDW�WKH\�DUH�QRW�KHOSHG�LQ�WKH�VKRUW�UXQ
E\�VKLIWV� LQ� WKH�XUEDQ�UXUDO� WHUPV�RI�WUDGH�LQ� IDYRXU�RI�DJULFXOWXUH��7R�KHOS� WKLV�JURXS�
DWWHQWLRQ�PXVW�IRFXV�RQ�UDLVLQJ�WKHLU�SURGXFWLYLW\�DQG�LPSURYLQJ�WKHLU�PDUNHW�DFFHVV��DV�ZHOO
DV�LPSURYLQJ�WKHLU�DFFHVV�WR�EDVLF�VRFLDO�VHUYLFHV��*LYHQ�WKH�DGPLQLVWUDWLYH�GHFHQWUDOL]DWLRQ
�VHH�%HYDQ���������GLIIHUHQFHV�LQ�UHJLRQDO�SRYHUW\�OHYHOV�VKRXOG�EH�D�IDFWRU�LQ�DOORFDWLQJ
EXGJHWV�DFURVV�UHJLRQV��7KXV��JLYHQ�WKH�KLJK�FRQFHQWUDWLRQ�RI�SRYHUW\�LQ�VRPH�UHJLRQV��WKHUH
LV�VFRSH�IRU�UHJLRQDO�WDUJHWLQJ��7KHUH�LV�D�VWURQJ�FDVH�IRU�ILVFDO�WUDQVIHUV�WR� WKH�SRRUHVW
UHJLRQV��DOWKRXJK�WKLV�PD\�EH�SROLWLFDOO\�GLIILFXOW�JLYHQ�WKH�FRXQWU\¶V�KLVWRU\��6WLOO��WKLV�PD\
EH�RQH�RI�WKH�IHZ�IHDVLEOH�ZD\V�RI�WDUJHWLQJ�WKH�SRRU��EXW�WKLV�RI�FRXUVH�UHTXLUHV�WKDW�WKH
GLVWULFW� DGPLQLVWUDWLRQ� FDQ� HIIHFWLYHO\� GHOLYHU� VHUYLFHV� WR� WKH� SRRU��:LWKLQ� WKH� RYHUDOO
IUDPHZRUN�RI�UHJLRQDO�WDUJHWLQJ��WKHUH�LV�DOVR�QHHG�IRU�ORFDO�WDUJHWLQJ��(OGHUO\�DQG�FKLOGUHQ�
SDUWLFXODUO\�RUSKDQV��DUH�DSSURSULDWH�IRU�WDUJHWLQJ��$OVR��WKH�VLFN�DQG�GLVDEOHG�DUH�LQ�QHHG
RI�WDUJHWHG�VXSSRUW��5HJLRQDO� WDUJHWLQJ�FDQ�EH�GRQH�RQ�D�JRYHUQPHQWDO� OHYHO��EXW� ORFDO
WDUJHWLQJ�RI�KRXVHKROGV�UHTXLUHV�PXFK�PRUH�GHWDLOHG�ORFDO�NQRZOHGJH�

$�V\VWHP�WR�JXDUDQWHH�IRRG�VHFXULW\�LV�DOVR�D�SULRULW\��7KH�JRYHUQPHQW�HVWLPDWHV�WKDW����SHU
FHQW�RI�WKH�SRSXODWLRQ�LV�IRRG�LQVHFXUH��,W�LV�ZHOO�NQRZQ�WKDW�(WKLRSLD�LV�XQXVXDOO\�H[SRVHG
WR�WKH�YDJDULHV�RI�QDWXUH�DQG�WKHUH�KDYH�EHHQ�VHYHUDO�IDPLQHV�LQ�WKH�ODVW�IHZ�GHFDGHV��6HQ�
�������,QGHHG��IDPLQH�VWUXFN�DJDLQ�LQ�������)DUPHUV�ORVH�WKHLU�HIIHFWLYH�SXUFKDVLQJ�SRZHU
DQG�SXEOLF�ZRUNV�SURJUDPPHV�DUH�RQH�PHDQV�WR�SXW�IRRG�RU�FDVK�LQ�WKH�KDQGV�RI�WKH�SRRU
ZKLOH�DW�WKH�VDPH�WLPH�FUHDWLQJ�ORFDO�LQIUDVWUXFWXUH��5DYDOOLRQ���������7KH�:RUOG�)RRG
3URJUDPPH�LV�DFWLYH� LQ� WKLV�DUHD� LQ�(WKLRSLD��+RZHYHU�� WKH�H[SHULHQFH�ZLWK� VXFK�VHOI�
WDUJHWLQJ�PHFKDQLVPV�KDV�QRW�EHHQ�IXOO\�VDWLVIDFWRU\�LQ�(WKLRSLD��-D\QH�HW�DO��������DQDO\VH
WKH�WDUJHWLQJ�RI�IRRG�DLG�LQ�UXUDO�(WKLRSLD��EDVHG�RQ�D�QDWLRQDO�VDPSOH�IRU�������7KHLU�VWXG\
LQYHVWLJDWHV�ZKHWKHU�IRRG�DLG���ERWK�LQ�WKH�IRUP�RI�IUHH�GLVWULEXWLRQ�DQG�DV�IRRG�IRU�ZRUN
��LV�DFWXDOO\�WDUJHWHG�WR�SRRU�FRPPXQLWLHV�DQG�SRRU�KRXVHKROGV��7KH�SROLF\�LV�WKDW�DERXW���
SHU�FHQW�RI�WKH�IXQGV�VKRXOG�EH�DOORFDWHG�LQ�WKH�IRUP�RI�IRRG�IRU�ZRUN��EXW�GH�IDFWR�LW�KDV
EHHQ�OHVV�WKDQ�KDOI��7KH\�DOVR�QRWH�WKDW�ZDJHV�LQ�WKH�IRRG�IRU�ZRUN�V\VWHP�KDYH�EHHQ�DERYH
UDWKHU�WKDQ�EHORZ�PDUNHW�ZDJHV��ZKLFK�KDV�PHDQW�WKDW�VHOI�VHOHFWLRQ�KDV�QRW�ZRUNHG�YHU\
ZHOO�
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7KHUH�GRHV�H[LVW�D�V\VWHP�WR�FROOHFW�LQIRUPDWLRQ�DERXW�WKH�QHHG�IRU�IRRG�DLG��7KLV�ZDV
GHYHORSHG�GXULQJ�WKH�'HUJ�SHULRG�LQ�UHVSRQVH�WR�WKH�IDPLQHV�RI�WKDW�WLPH��,QIRUPDWLRQ�IORZV
XS�IURP�WKH�ZHUHGD� OHYHO� WKURXJK� WKH�EXUHDXFUDWLF� VWUXFWXUH� WR� WKH�FHQWUDO�JRYHUQPHQW
DXWKRULW\��WKH�'LVDVWHU�3UHYHQWLRQ�DQG�3UHSDUHGQHVV�&RPPLVVLRQ���ZKLFK�WKHQ�GHWHUPLQHV
WKH�UHJLRQDO�DOORFDWLRQ��7KLV�LV�WKHQ�VHQW�EDFN�WKURXJK�WKH�V\VWHP�WR�WKH�ZHUHGDV��:LWKLQ
WKH�ZHUHGDV�WKH�DOORFDWLRQ�RI�IRRG�DLG�WR�KRXVHKROGV�LV�WKH�UHVSRQVLELOLW\�RI�WKH�ZHUHGD
DGPLQLVWUDWLRQ�DVVLVWHG�E\�FRPPXQLW\�UHSUHVHQWDWLYHV�VXFK�DV�WKH�SHDVDQW�DVVRFLDWLRQV��,W
LV�WKH�3$�OHDGHUV�WKDW�ILQDOO\�LPSOHPHQW�WKH�SODQ�

+DV�WKH�H[LVWLQJ�V\VWHP�IRU�LQIRUPDWLRQ�JDWKHULQJ�DQG�SURFHVVLQJ�EHHQ�DEOH�WR�VDWLVIDFWRULO\
WDUJHW� IRRG� DLG"� 7KH� HYLGHQFH� LQGLFDWHV� WKDW� WKHUH� LV� VRPH� WDUJHWLQJ� RI� WKH� SRRU�� EXW
QHYHUWKHOHVV�PDMRU�DOORFDWLRQV�JR�WR�DUHDV�WKDW�DUH�QRW�DPRQJ�WKH�SRRUHVW��-D\QH��HW�DO�
������� 7KLV� PD\� EH� GXH� WR� WKH� IDFW� WKDW� WKH� VHOHFWHG� DUHDV� DUH� FKURQLFDOO\� QHHG\�
$OWHUQDWLYHO\��LW�PD\�EH�GXH�WR�WKH�H[LVWHQFH�RI�IL[HG�FRVWV�LQ�VHWWLQJ�XS�GLVWULEXWLRQ�V\VWHPV
OHDGLQJ�WR�LQHUWLD�LQ�WKH�ORFDWLRQ�RI�IRRG�DLG�SURJUDPPHV��7KHLU�UHJUHVVLRQ�DQDO\VLV�WHQGV
WR� VXSSRUW� WKH� ODWWHU� H[SODQDWLRQ��7KH� VLQJOH�PRVW� LPSRUWDQW�GHWHUPLQDQW�RI�ZKHWKHU� D
ZHUHGD�RU�D�KRXVHKROG�JHWV�IRRG�DLG�LV�ZKHWKHU�WKH\�ZHUH�UHFLSLHQWV�HDUOLHU��,W�PD\�DOVR�EH
QRWHG�WKDW�FRPPXQLWLHV�LQ�7LJUD\�KDYH�D�PXFK�KLJKHU�SUREDELOLW\�RI�EHLQJ�VHOHFWHG�JLYHQ
WKHLU�HFRQRPLF�VWDWXV��ZKLFK�VXJJHVWV�D�SROLWLFDO�ELDV��7KHUH�LV�DQ�LQYHUVH�EXW�QRW�YHU\
VWURQJ�FRUUHODWLRQ�EHWZHHQ�SHU�FDSLWD�LQFRPH�DQG�WKH�SUREDELOLW\�RI�UHFHLYLQJ�ERWK�W\SHV�RI
IRRG�DLG��$OVR�KLJK�LQFRPH�KRXVHKROGV�KDYH�D�JRRG�FKDQFH�RI�JHWWLQJ�IRRG�VXSSRUW��7KH
SUREDELOLW\�RI�JHWWLQJ�IRRG�DLG�LV�ZHDNO\�UHVSRQVLYH�WR�ZHDWKHU�VKRFNV��EXW�WKH�DPRXQWV�DUH
QRW��7KXV��KLJK�IL[HG�SURJUDPPH�FRVWV�SOXV�VXFFHVVIXO�SROLWLFDO�OREE\LQJ�VHHP�WR�H[SODLQ
PXFK�RI�WKH�H[LVWLQJ�DOORFDWLRQ�RI�IRRG�DLG��7KH�UHVXOWV�RI�WKLV�VWXG\�VKRZ�WKDW�LW�LV�GLIILFXOW
WR�DFKLHYH�HIIHFWLYH�WDUJHWLQJ�LQ�D�SRRU�DQG�SROLWLFDOO\�XQVWDEOH�HQYLURQPHQW

����,QVWLWXWLRQV�DQG�JRYHUQDQFH

(WKLRSLD� KDV� D� KLVWRU\� RI� D� VRFLDOLVW� GLFWDWRUVKLS� DQG� D� ORQJ�ODVWLQJ� FLYLO� ZDU�� 7KH
JRYHUQPHQW�VKRXOG�WKHUHIRUH�HQGHDYRXU�WR�UHFUHDWH�SROLWLFDO�VWDELOLW\�DQG�GHPRFUDF\�DQG
UHVSHFW�IRU�SURSHUW\�ULJKWV��,Q�WKH�SROLWLFDO�DUHQD�WKHUH�VWLOO�UHPDLQV�D�ORW�WR�EH�GRQH��VHH
+DQVVRQ��������EHIRUH�ZH�FDQ�FODVVLI\�WKH�FRXQWU\�DV�GHPRFUDWLF��*LYHQ�(WKLRSLD
V�KLVWRU\
LW� LV� XQGHUVWDQGDEOH� WKDW� SHRSOH� DUH� UHOXFWDQW� WR� VSHDN� WKHLU� PLQG� RU� WR� FULWLFL]H� WKH
JRYHUQPHQW��DQG�WKH�JRYHUQPHQW�FHUWDLQW\�GRHV�QRW�HQFRXUDJH�IUHH�GHEDWH�

:KHQ�UHVRXUFHV�ZHUH�VKLIWHG�WR�WKH�DUP\�GXULQJ�WKH�'HUJ��WKH�UXOH�RI�ODZ�GHWHULRUDWHG��WKH
FRVW�RI�HQIRUFLQJ�FRQWUDFWV�LQFUHDVHG��DQG�WKH�VHFXULW\�RI�SURSHUW\�ULJKWV�ZDV�HURGHG��&LYLO
OLEHUWLHV�ZHUH�VXSSUHVVHG�DQG�WKLV�FRQWULEXWHG�WR�D�GHWHULRUDWLRQ�LQ� WKH�HIIHFWLYHQHVV�RI
SXEOLF� H[SHQGLWXUHV� VLQFH� SHRSOH� ZHUH� UHOXFWDQW� WR� VSHDN� RXW� DERXW� SXEOLF� ZDVWH� DQG
LQHIILFLHQF\��$IWHU�WKH�FLYLO�ZDU�WKH�QHZ�JRYHUQPHQW�KDV�WULHG�WR�UHVWRUH�DQ�HQYLURQPHQW�IRU
HFRQRPLF�UHFRYHU\��(WKLRSLD�LV�OHVV�FRUUXSW�WKDQ�PRVW�FRXQWULHV�LQ�WKH�UHJLRQ��DQG�WKDW�LV
D�SRVLWLYH�FKDUDFWHULVWLF�RI�WKH�VWDWH��+RZHYHU��XQOHVV� WKH�JRYHUQPHQW� OHWV�FLYLO�VRFLHW\
WKULYH��WKHQ�LW�ZLOO�EH�KDUG�WR�FUHDWH�DQ�DWPRVSKHUH�RI�RSHQQHVV�WKDW�ZLOO�HQFRXUDJH�LQYHVWRUV
DQG�HQWUHSUHQHXUV��6WDELOLW\�DQG�VHFXULW\�RI�SURSHUW\�ULJKWV�FDQQRW�LQ�WKH�ORQJHU�WHUP�EH�EXLOW
RQ�WKH�EDVLV�RI�D�UHJLPH�ZLWK�GXELRXV�OHJLWLPDF\�DQG�D�QDUURZ�SRZHU�EDVH�

:H�KDYH�QRWHG�WKDW�VHFXULW\�RI�SURSHUW\�ULJKWV�LV�DQ�HVVHQWLDO�SUHUHTXLVLWH�IRU�LQYHVWPHQW�
2QH�H[DPSOH�RI�LQVHFXUH�SURSHUW\�ULJKWV�LQ�(WKLRSLD�LV�WKDW�DOO�ODQG�LV�RZQHG�E\�WKH�VWDWH�
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DQG� WKH� XVHU� KDV� RQO\� XVXIUXFWXDU\� ULJKWV� �$\DOHZ� HW� DO�� ������� 7KLV� UHIOHFWV� WKH
QDWLRQDOL]DWLRQ�RI�ODQG�XQGHU�VWDWH�VRFLDOLVP��D�SUREOHP�FRPPRQ�WR�DOO�WKH�FRXQWULHV�LQ�WKLV
818�:,'(5�SURMHFW��$GGLVRQ���������/DQG�GLVWULEXWLRQ�LV�IDLUO\�HYHQ�LQ�(WKLRSLD��EXW
WHQDQF\�DUUDQJHPHQWV�DUH�YHU\�IDU�IURP�FRQGXFLYH�WR�SURGXFWLYLW\�HQKDQFLQJ�LQYHVWPHQWV
LQ�DJULFXOWXUH��D�VLPLODU�SUREOHP�H[LVWV�LQ�(ULWUHD��VHH�.LEUHDE���������7LOOHUV�FDQQRW�EH�VXUH
WKDW�WKH\�ZLOO�EH�DEOH�WR�UHDS�WKH�EHQHILWV�RI��IRU�H[DPSOH��VRLO�FRQVHUYDWLRQ�PHDVXUHV��7HNLH
$OHPX���������1RU�FDQ�ODQG�EH�XVHG�DV�FROODWHUDO��ZKLFK�PD\�UHGXFH�WKH�HIILFLHQF\�RI�WKH
FUHGLW�PDUNHW��7KHVH�LVVXHV��ZKLOH�SROLWLFDOO\�GLIILFXOW��PXVW�EH�UHVROYHG�

����&RQFOXVLRQV

7KH�EDVLF�LQJUHGLHQWV�LQ�ZKDW�LV�QRZ�FRQVLGHUHG�WR�EH�WKH�DSSURSULDWH�VWUDWHJ\�QHFHVVDU\�WR
DFKLHYH� JURZWK� LQ� $IULFD� DUH� RSHQQHVV� DQG� FDUHIXO� ILVFDO� PDQDJHPHQW�� :LWKLQ� WKLV
IUDPHZRUN��KRZHYHU��JURZWK�VKRXOG�SUHIHUDEO\�EH�EDVHG�RQ�DJULFXOWXUH�LQ�D�FRXQWU\�OLNH
(WKLRSLD��VLQFH�WKLV�LV�ZKHUH�WKH�EXON�RI�WKH�SRRU�DUH�WR�EH�IRXQG�

7KH� VWDUWLQJ� SRLQW� RI� WKLV� SDSHU
V� DQDO\VLV� KDV� EHHQ� WKDW� (WKLRSLD� LV� DQ� H[WUHPHO\
XQGHUGHYHORSHG�FRXQWU\��ZKHUH�QHHGV�DUH�ODUJH�DQG�UHVRXUFHV�DUH�VHULRXVO\�FRQVWUDLQHG�
3RYHUW\�LQWHUYHQWLRQV�WKHUHIRUH�QHHG�WR�EH�DV�FRVW�HIIHFWLYH�DV�SRVVLEOH��DQG�WKLV�SULQFLSOH
KDV�JXLGHG�XV�LQ�WKH�GLVFXVVLRQ�RI�SROLF\�FKRLFHV��6LQFH�WKH�UHVWRUDWLRQ�RI�SHDFH�(WKLRSLD
KDV�DGMXVWHG�SXEOLF�VHFWRU�UHVRXUFH�XVH�LQ�D�SUR�SRRU�GLUHFWLRQ��'HVSLWH�WKLV�LW�LV�WKH�EHWWHU
RII�WKDW�KDYH�ODUJHO\�UHDSHG�WKH�UHZDUGV�RI�WKH�HFRQRP\
V�DFFHOHUDWHG�JURZWK��7ULFNOH�GRZQ
KDV�EHHQ�OLPLWHG��7KH�JRYHUQPHQW�WKHUHIRUH�QHHGV�WR�IXUWKHU�VKDUSHQ�LWV�SRYHUW\�IRFXV��:H
KDYH�HPSKDVL]HG�WKDW�WKLV�UHTXLUHV�DFFHVV�WR�JRRG�KRXVHKROG�GDWD��DQG�RWKHU�FRPPXQLW\�
OHYHO�LQIRUPDWLRQ��7KH�VLWXDWLRQ�LQ�WKLV�UHVSHFW�KDV�LPSURYHG�VRPHZKDW�LQ�(WKLRSLD��EXW
WKHUH�DUH�REYLRXVO\�VWLOO�ODUJH�LQIRUPDWLRQ�JDSV�

:H�KDYH�GLVFXVVHG�D�UDQJH�RI�DUHDV��ZKLFK�ZH�IHHO�DUH�SDUWLFXODUO\�LPSRUWDQW�IRU�WKH�SRRU
LQ�WKH�FRQWH[W�RI�(WKLRSLD��6RPH�RI�WKH�SRLQWV�WKDW�ZH�UDLVH�DUH�QRW�QHZ���EXW�WKH\�DUH�QR
OHVV�LPSRUWDQW�IRU�WKDW���EXW�ZH�GR�IHHO�WKDW�LW�LV�PRUH�LPSRUWDQW�WR�FRQFHQWUDWH�RQ�EDVLF
QHHGV�WKDQ�WR�WU\�QHZ�IDQF\�LGHDV��7KXV��WRS�SULRULW\�VKRXOG�EH�JLYHQ�WR�WKH�FUHDWLRQ�RI�D
UXUDO�URDG�QHWZRUN��EXW�WKH�SURYLVLRQ�RI�ZDWHU�DQG�HOHFWULFLW\�DUH�DOVR�LPSRUWDQW��DQG�DOO
WKHVH�LQYHVWPHQWV�PXVW�EH�GHVLJQHG�WR�PD[LPL]H�SRYHUW\�UHGXFWLRQ���,PSURYHPHQWV�LQ�WKHVH
VHFWRUV�ZLOO� ERRVW� DJULFXOWXUH�� EXW� WKH\�QHHG� WR� EH� EDFNHG� XS� E\� DQ� DSSURSULDWH� FUHGLW
V\VWHP��H[WHQVLRQ�DGYLFH�DQG�D�IXQFWLRQLQJ�LQSXW�VXSSO\�V\VWHP��:LWKLQ�WKH�DUHD�RI�KXPDQ
FDSLWDO�GHYHORSPHQW�WKH�VLWXDWLRQ�LQ�(WKLRSLD�LV�RQH�RI�66$
V�ZRUVW��,Q�WKH�DUHD�RI�HGXFDWLRQ
ZH�KDYH�VXJJHVWHG�WKDW�RQH�VKRXOG�DWWHPSW�QRYHO�PHWKRGV�RI�FRPPXQLW\�EDVHG�HGXFDWLRQDO
PHWKRGV�WR�JHW�D�TXLFN�LQFUHDVH�LQ�WKH�HQUROPHQW�UDWHV�ZKLFK�DW�SUHVHQW�DUH�DW�GLVDVWURXVO\
ORZ�OHYHOV��,Q�WKH�DUHD�RI�KHDOWK�VHUYLFHV�ZH�KDYH�DUJXHG�WKDW�WKH�FRVW�HIIHFWLYH�RSWLRQ�LV�WR
LPSURYH�WKH�TXDOLW\�RI�WKH�H[LVWLQJ�IDFLOLWLHV�UDWKHU�WKDQ�WR�EXLOG�QHZ�RQHV��5HVRXUFHV�IRU
SXEOLF�VDIHW\�QHWV�DUH�OLPLWHG��DQG�VRFLDO�VHFXULW\�ZLOO�PDLQO\�KDYH�WR�EH�SURYLGHG�E\�WKH
H[WHQGHG�IDPLO\�RU�WKH�ORFDO�FRPPXQLW\��+RZHYHU��WKHUH�PD\�VWLOO�EH�VFRSH�IRU�VRPH�IRUPV
RI�VDIHW\�QHWV�IRU�WKH�FRPSOHWHO\�GHVWLWXWH�RQ�WKH�RQH�KDQG��DQG�IRU�YLFWLPV�RI�HFRQRPLF
VKRFNV��PDLQO\�GURXJKW��RQ�WKH�RWKHU��+RZHYHU��JLYHQ�WKH�JRYHUQPHQW
V�OLPLWHG�UHVRXUFHV
DQG�SUREOHPV�LQ�DGPLQLVWUDWLYH�FDSDFLW\��WKHVH�W\SHV�RI�SUHFDXWLRQV�PD\�KDYH�WR�EH�EDFNHG
XS�E\�GRQRUV�DQG�1*2V�

,Q�WKH�ORQJHU�WHUP�SRYHUW\�UHGXFWLRQ�KDV�WR�EH�EDVHG�RQ�HFRQRPLF�JURZWK��7KH�SUHVHUYDWLRQ
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RI�D�JURZWK�IULHQGO\�HQYLURQPHQW�LV�WKHUHIRUH�FUXFLDO��7KLV�LPSOLHV�WKDW�WKH�OHYHO�RI�WD[DWLRQ
FDQQRW�EH�WRR�PXFK�RXW�RI�OLQH�ZLWK�WKDW�LQ�VLPLODU�FRXQWULHV��DOWKRXJK�PRUH�FDQ�EH�GRQH
WR�LPSURYH�WKH�HIILFLHQF\�RI�WD[�FROOHFWLRQ���DQG�WKLV�LQ�WXUQ�PHDQV�WKDW�WKH�VFRSH�IRU�GLUHFW
SRYHUW\�LQWHUYHQWLRQV�ZLOO�UHPDLQ�WLJKWO\�FRQVWUDLQHG��7KH�W\SHV�RI�PHDVXUHV�SURSRVHG�LQ
WKLV�SDSHU�FDQ�RYHU�WLPH�DEVRUE�ODUJH�UHVRXUFHV��EXW�WKHLU�H[SDQVLRQ�ZLOO�KDYH�WR�EH�OLPLWHG
WR�ZKDW� LV� IHDVLEOH� JLYHQ� WKH� EXGJHW�� 7KH� GLVPDQWOLQJ� RI� WKH� VRFLDOLVW� V\VWHP� DQG� WKH
UHVWRUDWLRQ�RI�SHDFH�RYHU���������KDYH�PDGH�LW�SRVVLEOH�WR�VLJQLILFDQWO\�H[SDQG�DFWLYLWLHV
ZLWK� UHOHYDQFH� WR� WKH� SRRU�� %XW� WKH� SUHVHQW� ZDU� ZLWK� (ULWUHD� WKUHDWHQV� WR� XQGHUPLQH
SURJUHVV�� ,I� WKH�ZDU� FDQ� EH� EURXJKW� WR� DQ� HQG�� WKH� SURVSHFWV� IRU� SRYHUW\� UHGXFWLRQ� LQ
(WKLRSLD�DUH�FRQVLGHUDEOH�
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